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Forward-looking statements

This document contains certain forward-looking statements within the meaning

of the US Private Securities Litigation Reform Act of 1995 with respect to our

financial condition results of operations and business and our strategy plans

and objectives These statements include without limitation those that express

forecasts expectations and projections such as forecasts expectations and

projections with respect to the potential for growth of free-to-air and pay

television fixed line telephony broadband and bandwidth requirements

advertising growth Direct-to-I-tome DTI-l customer growth Multiroom Sky
SkyHD and other services penetration churn DTH and other revenue

profitabdity and margin growth cash flow generation programming costs

subscriber management and supply chain costs administration costs and other

costs marketing expenditure capital expenditure programmes and proposals

for returning capital to shareholders

These statements and all other forward-looking statements contained in this

document are not guarantees of future performance and are subject to risks

uncertainties and other factors some of which are beyond our control are

difficult to predict
and could cause actual results to differ materially from those

British Sky Broodcasting Group plc
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expressed or implied or forecast in the forward-looking statements These

factors include but are not limited to the fact that we operate in
highly

competitive environment the effects of laws and government regulation upon

our activities our reliance on technology which is subject to risk change and

development failure of key suppliers our ability to continue to obtain exclusive

rights to movies sports events and other programming content risks inherent

in the implementation of large-scale capital expenditure projects our ability to

continue to communicate and market our services effectively and the risks

associated with our operation of digital television transmission in the United

Kingdom UK and Republic of Ireland Ireland

Information on the significant risks and uncertainties associated with our

business is described in Directors report review of the business Principal

risks and uncertainties in this document All forward looking statements in this

document are based on information known to us on the date hereof Except as

required by law we undertake no obligation publicly to update or revise any

forward-looking statements whether as result of new information future

events or otherwise



Chairmans statement

This has been challenging year for customers and for businesses alike As

turbulence in the financial markets has been followed by pressures in the

broader economy and on household budgets consumer-facing businesses have

experienced tougher environment than has been seen for some time

While no business is immune from these pressures Sky has stood out for its

strong performance against this difficult backdrop Unlike many companies in

the media sector our business has been built on direct relationships with

customers and our focus on quality choice and value has positioned us well to

meet their needs in hard times as well as good

2009 has been year of achievement with more customers choosing Sky for

broader range of entertainment and communications services than ever Twenty

years on from our launch in February 1989 we have passed the milestone of

nine million customers and we are deepening our relationships with those

families through our expansion into broadband and telephony

Everyone associated with Sky should take pride in the achievements of the

Companys first two decades We have built one of the UK and Irelands leading

businesses by continually challenging the status quo and striving to bring more

choices to more people

In an industry that has often relied on public intervention and subsidy our story

is demonstration of how
risk-taking

and investment by private enterprise

delivers good outcomes for consumers Sky has been constant force for

change and progress opening up choice in television investing in high-quality

content innovating to improve the customer experience and adapting to

embrace new opportunities as entertainment and communications come

together

With our commitment to customers comes sense of responsibility in the way

we do business In particular we are making good progress in expanding our

contribution in three key areas helping to create healthy environment

encouraging participation in sport and opening up the arts to more people We

believe that seeing this bigger picture is key part of durable success and long-

term value creation

On behalf of the Board would like to express gratitude for the contribution of

the two Non-Executive Directors who stepped down during the last year Chase

Carey retired from the Board in February 2009 after six years valued service

Lord Jacob Rothschild stepped down in September 2008 after acting as

committed and independent Deputy Chairman of our Board for more than four

years Both have provided leadership support and counsel through challenging

and important periods for the Company Personally will miss them both as

know will the whole team at Sky

would also like to welcome Tom Mockridge to the Board following his

appointment as Non-Executive Director in February 2009 As Chief Executive

of Sky Italia and Chief Executive European Television at News Corporation

Tom brings further experience of international pay television to the Board

In my first full year as Non-Executive Chairman would like to give thanks for

the commitment and expertise with which the entire Board continues to guide

the Company would also like to thank all of our 16000 colleagues at Sky for

the passion and dedication they have brought to the Company and its customers

over the last year

In reflection of our strong performance in challenging conditions the Board

proposes 5Io increase in the full year dividend to 17.6 pence per share

We thank all shareholders for their continued support as we look ahead with

optimism to the next 20 years

James Murdoch

Chairman

29
July

2009

British Sky Broadsting Group plc

Annual Roport 2009



Directors report review of the business

Chief Executive Officers statement

Sky is business which embraces change we look for opportunities we invest

and we grow Our approach is based on identifying trends in the marketplace

which will develop overtime and on using those trends as tailwinds to drive

our growth In doing so we aim to create larger more profitable business and

create significant value for shareholders

Many times over the last 20 years Sky has shown that it is prepared to take risks

and adapt By doing so weve been able to keep moving forward to meet

consumers changing needs such as with the transition from analogue to

digital broadcasting or our belief in the potential of
digital video recorders such

as Sky

The pace of change is accelerating not slowing down In the last three years we

have made significant changes to align
further our business with long-term

trends in the marketplace We entered the communications sector and

challenged the established providers with the quality and value that has made

Sky the UKs fastest-growing broadband and home phone provider And we

made an early commitment to high definition HO television that helped us to

achieve clear leadership position from which we have gone on this year to put

HD at the centre of our strategy

The consequence of this continuous change is that our business today is focused

around two distinct legs of growth First we continue to grow our overall

customer base by attracting new customers to Sky and second we are

increasing take-up of additional products among our existing customers In each

of these areas we see substantial opportunity

Our results show that this clear consistent
strategy is working Sky today is of

dramatically different size and shape compared with three years ago Since

2006 our total number of customers has increased by lS%

In addition there has been step-change in the volume of activity with total

annual product sales rising almost threefold to more than million in 2009

Whereas three years ago large majority of customers took our standard

television product customers are now choosing Sky for more products than

ever Today most of our customers choose to control their viewing with Sky
and our new products in HD broadband and home telephony have grown

rapidly to scale It is testament to the capability within Sky as an organisation

that we have been able to diversify
and expand our business in such short

period through organic growth

Looking back at our performance during 2009 we have continued to achieve

strong growth in tough economic environment While these are difficult times

for many customers our experience is that people are making careful choices

and spending money on the things they really care about We know that they

value the products that we offer quality entertainment for the whole family

increased control and flexibility in how they watch the superior picture and

sound
quality of HD and great-value broadband and phone services This

puts us

in good position particularly when people are spending more time at home

While there is no room for complacency our results for the last year are

evidence that the
quality

and value of our offering are resonating with

customers In terms of overall customer numbers the rate of growth

accelerated year-on-year to reach its highest level for five years

In our second leg of growth we continue to see increasing demand from

existing customers to take more from us and our HO broadband and home

telephony products all passed significant milestones this year

British Sky Broadoasting Group plc
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Three years after launch 2.2 million customers have joined Sky Broadband and

Sky Talk now has 1.9 million customers of whom almost half also take our line

rental product Overall 16% of our customers now choose Sky for all three of

TV broadband and telephony compared with l1Io year ago We believe there

is significant potential for further growth as more of our existing customers

respond to the quality and savings we offer

For number of years we have seen an emerging opportunity in the shift

towards UD and have been
positioning our business to take advantage using

our high-bandwidth satellite platform to assemble the UKs best HO content

offering by far In January 2009 we decided to accelerate the growth of SkyHD
in

part by passing on cost savings achieved in our supply chain following the

acquisition of Amstrad Around 1000 new jobs were created in our service and

installation teams to meet anticipated demand at the new everyday low price of

49 for SkyHD box The response from customers has been huge with the

total number of SkyHD customers more than doubling to 1.3 million since the

start of the financial year

HD represents highly attractive investment opportunity for Sky and we remain

focused on extending our leadership even further going forward

Our confidence in the continued growth of pay TV reflects customers growing

willingness to pay for the content they value During 2009 weve continued to

invest in high-quality programmes to satisfy existing customers and create more

reasons for people to subscribe

We have identified drama and the arts for example as two genres where we

can reach out to new audiences meeting needs that are increasingly less well

served by free-to-air broadcasters Weve doubled our arts output by expanding

the Sky Arts portfolio to include four dedicated channels with an average reach

of around 1.5 million viewers each month Skyl our flagship entertainment

channel is stepping up its commitment to original
UK drama with

critically

acclaimed productions such as Martina Coles The Take and Skellig In acquired

content House is the latest example of quality US drama that has moved to

Skyl while Sky Movies has acquired the rights to the forthcoming HBO drama

The Pacific the follow-up to the hugely successful Band of Brothers

Sky Sports has had an outstanding year with live coverage of events such as the

Ryder Cup the UEFA Champions League the British and Irish Lions tour of

South Africa the US Open and crickets ICC World Twenty2o and customers can

look forward to more live Barclays Premier League football for the three seasons

from 2010/11 to 2012/13

While focusing hard on our strategic priorities in customer-facing areas we

have continued to seek operational efficiencies behind the scenes Lower costs

in our supply chain and administrative functions have allowed us to reinvest in

areas where customers see value such as SkyHD high-quality content and

customer service

This approach has allowed us to deliver strong financial performance despite

the upfront cost of strong demand for our products and number of cyclical

headwinds Group revenue exceeded billion for the first time in 2009 rising

by l/o to 5.323 billion on an adjusted basis Adjusted operating profit

increased by 4% to 780 million and free cash flow rose by 25% to

474 million The Company is in strong financial position and we are focused

on delivering increasing returns

The issue of consumer trust in business has risen in prominence following the

banking crisis and its impact on the broader economy As customers become

increasingly careful about the companies they do business with we believe that

reputation will become even more important



At Sky we recognise that being responsible business is vital component of

long-term sustainable success Were committed to doing the
right thing in the

way we operate and to working with our people and our customers to play our

part in the communities in which we live and work Our focus is on three areas

where we believe we can make positive difference helping to create healthy

environment by tackling climate change encouraging participation in sport and

opening up the arts to more people

This year we have helped customers to reduce their energy use by extending

our pioneering auto-standby feature to all active Sky boxes move that we

believe will save around 20 million in energy costs each year as well as 90000

tonnes of CO2 In our broadcasting business were working with independent

producers to make television production more energy-efficient and were

building broadcasting facility on our west London campus that will be the

most sustainable of its kind anywhere in Europe

In sport weve renewed our support for the ECBs Coach Education Programme

which has already trained 13000 cricket coaches Working with the Youth Sport

Trust weve opened up the Sky Sports Living
for Sport initiative to all UK

secondary schools with the aim of using sport to help even more young people

to overcome problems at school

Through our partnership with British Cycling weve set an ambitious goal of

getting one million more people cycling regularly
within five years

programme of mass-participation Skyride events will take place in cities across

the UK and to provide inspiration we have announced the creation of Team

Sky professional road racing team with the ambition of creating the first

British winner of the Tour de France

As well as expanding our Sky Arts channels weve continued our off-screen

support for the arts through our partnerships with the Flay Festival English

National Ballet and English National Opera In addition weve committed to

extend our Sky Arts At initiative to bring increased exposure to arts

organisations across the UK and formed new partnership with the UKs

leading public arts company Artichoke Our first joint project with Artichoke is

Antony Gormleys One and Other on Trafalgar Squares Fourth Plinth with

more to come next year

Sky is company which makes positive and growing contribution to life in the

UK and Ireland Continuing to invest in our brand and reputation is one of the

ways in which we will build trust in our business reach out to new customers

and lay the foundations for long-term sustainable success

Our people as always are the key to achieving that success would like to pay

tribute to their contribution over the last year and thank them all for their

commitment energy and creativity

The opportunity for Sky is substantial am confident that we have the capability

to continue to grow our overall customer base while encouraging existing

customers to take broader set of products from us By delivering on our plans

and remaining focused on customers we have the potential to build larger

more durable business and create significant
value for shareholders

Jeremy Darroch

Chief Executive Officer

Br5ish Sky Broaasting Group pft
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Directors report review of the business

continued

Our performance

We have clear strategy to grow our customer base and to sell more products and services to our existing customers 2009 was strong year for Sky with more

customers rewarding us with more of their business than ever before Financially we delivered growth in revenue operating profits adjusted earnings per share

and cashflow

We have identified the key performance indicators that we use to assess how the Group is performing against its core strategic priorities They include both

operational and financial measures and are set out below

Operational key performance indicators

churn In

2009 103%

2008 104%

2002 124%

churn is good measure of customer satisfaction which is key driver of value

for our business It represents the number of DTH customers over given

period that terminated their subscription expressed as percentage of total

average subscribers

rV/ wtnr.y
16%

2008 Ilai /-.2a h1

2032 4%

Sky is our fully integrated personal video recorder and satellite decoder Driving The percentage of 0TH customers taking each of TV broadband and telephony is

takeup of Sky by our customers is an important source of increasing customer an important measure for our business impacting ARPU and customer loyalty

satisfaction and
loyalty Building on the success of Sky is our high definition This is calculated as the percentage of the total customer base taking any of our TV

ottering SkyHD which has the added benefit of generating incremental revenue products and both Sky Broadband and Sky Talk product These customers may
and

profit Sky penetration is defined as the percentage of customers viewing also
opt

for our Sky Talk line rental product

their TV through Sky or SkyHD set-top
box

6ritiuh Sky 6ruadcautin6 Grouy plc
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customer base

2009

2006

2007

/M400 ucuu/ /.u cWnfl4

442

900

Our total customer base is key determinant of the Groups value Total customers

are defined as the total number of residential and commercial direct-to-home

DTHI customers at the close of given period This number excludes subscribers to

our channels through the cable platform

SkyHO and Sky penetration /n

2008 84% 18%

2008

2007 28%

customers taking each of TV broadband and telephony

2009

56000 prnrtratinn 277Sky 0rnrnatinn



Financial key performance indicators

ARPU

2009 464

2008 427

2007 417

Another key component of revenue growth is the Average Revenue Per User or

ARPU ARPU is impacted by the type of subscription package taken by customer

as well as the number of additional
paid-for products ARPU is calculated by taking

the amount spent by the Groups residential subscribers ex-VAT divided by the

average number of residential subscribers

Adjusted Group revenue Em

2009
eeyptp

5.323

2008 4.952

2007 4.551

Adjusted Group revenue is key measure of how the Group is delivering on its

strategy to grow the customer base and sell more products to our existing

customers It also includes revenue from wholesale subscriptions advertising on

our wholly-owned channels the provision of interactive betting and gaming and

installation hardware and servicing Group Revenue is adjusted for any

exceptional or one-off items to give more meaningful comparison of the

business over time

kosr----- 47575 iyyyyy
700

2008 752

2007 766

2009 25.9

__ 25.1

7007 263

Adjusted operating profit is key measure of the underfying business performance

This is the operating profit of the Group excluding any exceptional or one-off ferns

Adjusted earnings per share EPS provides measure of shareholder return that is

comparable over time Adjusted EPS is defined as the profit for the
year excluding

remeasurement of all derivative financial instruments not qualifying for hedge

accounting other exceptional items and related tax effects divided by the weighted

average number of basic shares See note 10 of the consolidated financial statements for

detailed reconciliation of profit for the
year

to adjusted profit
for the year

Total shareholder return Io

2009

.75p7r 77
805

2008

2007

658

651

Operating cash flow is the cash flow generated from operations after the impact of

capital expenditure

2009 25.7%

-11.9%

2008
.49%

..F
-00.19

7007 5%

182%

F85E100 Sky

Total shareholder return TSR represents the change in value of share held for

the 12 months to 30 June assuming that dividends are reinvested to purchase

additional shares at the closing price applicable on the ex-dividend date The value

of the share is based on the average share price over the three months prior to

30 June

British Sky Brouskustiryg Group plc
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Directors report review of the business

continued

The business its objectives and its strategy

Introduction

British Sky Broadcasting Group plc and its subsidiaries Sky or the Group
operate the leading pay television service in the UK and Ireland as well as

broadband and telephony services We commission and acquire programming to

statements
broadcast on our own channels and supply certain of those channels to cable

operators for retransmission to their subscribers in the UK and Ireland We

retail channels both our own and third parties to DIN customers and certain

of our own channels to limited number of DSL subscribers reference in this

Annual Report to the number of 0TH customers includes the number of DSL

subscribers to whom Sky retails its content directly We also make three of our

channels available free-to-air via the UK DII platform as part
of the branded

Freeview offering

At 30 June 2009 there were 9442000 DTH customers to our television service

and 4271000 subscribers of the cable operators to whom we supply certain of

our channels in the UK and Ireland Cable subscribers to the Groups channels

increased by 3023000 in comparison to fiscal 2008 due to the return of the Sky

Basic Channels on the Virgin Media VM platform from 13 November 2008

According to estimates of Broadcasters Audience Research Board BARB as

at 30 June 2009 there were 14.7 million homes in the UK receiving certain of

our channels via OTT see DTI distribution below Our total revenue in fiscal

2009 was 5359 million 2008 4952 million as set out in the table below

2009 2008

Fortheyearto3Oiune Em Em

Retail subscription 4184 3369

Wholesale subscription 206 181

Advertising 308 328

Sky Bet 48 44

Installation hardware and service

We operate principally
within the UK and Ireland with activities conducted

primarily from the UK Our revenue principally arises from services provided to

retail and wholesale customers within the UK with the exception of 443

million 2008 365 million which arises from services provided to other

countries

Our fiscal years end on the Sunday nearest to 30 June in each year References

in this document to fiscal year ended 30 June is to the fiscai year ending on

the Sunday nearest to 30 June We publish our financial statements in British

pounds sterling References to US dollars dollars US$ and are

to the currency of the United States US references to Euro and are to

the currency of the participating European Union EU countries and

references to pounds sterling El pence and are to the currency of

the UK For information with respect to exchange rates see Shareholder

Information Exchange Rates

Our consolidated financial statements are prepared in accordance with IFRS as

adopted by the EU the Companies Act 2006 and Article of the International

Accounting Standard lAS Regulations In addition our consolidated financial

statements also comply with IFRS as issued by the International Accounting

Standards Board IASB

Certain terms used herein are defined in the Glossary of terms which appears

at the end of this Annual Report

The Company public company limited by shares and domiciled in the UK

operates under the laws of England and Wales It was incorporated in England

and Wales on 25 April 1988 Our principal executive offices are located at Grant

Way lsleworth Middlesex 1W7 5QD England Tel 44 020 7705 3000 list

of our significant
investments is set out in note 30 to the consolidated financial

Programming
We provide customers with broad range of programming options

Programming is an important factor in generating and maintaining customers

With respect to the channels we own and operate we incur significant expense

to produce and commission
original

entertainment programming and to acquire

exclusive UK and Ireland television rights to films certain
sports events and

other general entertainment programming We have also acquired the rights to

market the television services of third parties to 0TH customers

Currently we own operate distribute and retail 26 Sky Channels via our 0TH

service or 29 including multiplex versions of the Sky Channels but excluding

simulcast channels and the business channels SkyVenue and the Pub Channel

multiplex of channel is time-shifted version of that channel or version

where the content is transmitted at different times We also simulcast some of

the Sky Channels or programming from some of the Sky Channels in high

definition simulcast channel is simultaneous transmission of programmes

on other channels We currently retail to our 0TH customers 159 Sky Distributed

Channels including multiplex versions of certain channels the Sky Distributed

Channels We do not own the Sky Distributed Channels although we have an

equity interest in certain of them In addition to the Sky Distributed Channels

we currently retail to our DIN customers the digital audio services Music Choice

and Music Choice Extra as well as the Sky Box Office service pay-per-view

service offering movies sporting events and concerts

The Sky Distributed Channels packages as at 30 June 2009 were as follows

3rd
Party

Package Channels

Variety Mix 37

Style Culture Mix

Kids Mix

Knowledge Mix

Music Mix

News Events Mix

ROI Bonus Mix

Adult Pay-Per Night

Disney Cinema gic

MUTV

Chelsea TV

Disney Cinemagic also available as bonus channel to customers of both Movies Mix

packages

Other

Revenue

235

378

5359

276

354

4952

25

19

24

17

11

11

11

British Sky Broadcastng Group plc
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The Sky Channels and their multiplex versions as at 30 June 2009 were as

follows

Multiplex EPG Channel Basic

Sky Channel Multiplexes Simulcasts Genre Premium

Sky Movies Premiere Sky Prem1 Sky Premiere HO Movies Premium

Sky Movies Comedy Sky Comedy HD Movies Premium

Sky Movies Action/Thriller Sky Action HO Movies Premium

Sky Movies Family Sky Family HO Movies Premium

Sky Movies Drama Sky Drama HD Movies Premium

Sky Movies SciFi/ Sky SciFi/Horror

Horror HO Movies Premium

Sky Movies Classics Movies Premium

Sky Movies Modern Greats Sky Modern

Greats HO Movies Premium

Sky Movies Indie Movies Premium

Sky Movies Screen Sky Screen 1HO Movies Premium

Sky Movies Screen Sky Screen 2HD Movies Premium

Sky Sports Sky Sports HO1 Sports Premium

Sky Sports Sky Sports HO2 Sports Premium

Sky Sports Sky Sports HO3 Sports Premium

Sky Sports Xtra Sports Premium

Sky Sports News Sports
Basic

Skyl Skyl HO Entertainment Basic

Sky2 Entertainment Basic

Sky3 Entertainment Basic

Sky News News Basic

Sky Real Lives Sky Real Sky Real Lives HO Lifestyle Basic

Lives1 Culture

Sky Real

Lives

Sky Arts Sky Arts HO Lifestyle

Culture Basic

Sky Arts Sky Arts HO Lifestyle

Culture Basic

Sky Travel Shopping Basic

Sky Vegas Gaming Basic

SkyPoker.com Gaming Basic

We retail packages of channels to our 0TH customers The way they are

packaged offers customers choice of up to six packs of both Sky Basic

Channels and Sky Distributed Channels see Basic Channels below Each mix

contains channels broadly within specific genre of interest to which

customers have the option to add combination of Sky Premium Channels and

Premium Sky Distributed Channels see Sky Premium Channels below From

September 2009 we plan to offer our customers the opportunity to subscribe to

Sky Premium Channels without the need to subscribe to one or more of these

packages

We also offer Sky Box Office to all our 0TH customers On the 0TH platform the

Sky Premium Channels the Sky Basic Channels other than Sky News Sky Box

Office Music Choice Music Choice Extra and the Sky Distributed Channels are

encrypted in order to limit access to paying customers only

VM see Cable distribution UK below carries versions of the Sky Basic and

Sky Premium Channels including multiplex channels on its networks

We also broadcast versions of three of the Sky Channels Sky News Sky Sports

News and Sky Three unencrypted free-to-air via OTT in the UK as part of the

Freeview offering see Distribution OTT Distribution below

We also operate high definition TV HO service which consists of Skyl HO

Sky Arts HO Sky Arts HO Sky Real lives HO Sky Box Office HO two screens

Sky Sports HO three channels and Sky Movies HO nine screens The Biography

Channel HO Crime and Investigation Network HO Discovery HO Disney

Cinemagic HO Eurosport HO FX HO History HO MTVN HO National Geographic

HO Nat Geo Wild HO Sci-Fi HO and Rush HO We have recently announced that

we will be launching Sky News HO in calendar year 2010 BBC HO Channel HO

and Luxe WHO are also available on our platform

According to surveys produced by BARB as of 30 June 2009 an estimated 37%

of the estimated 26 million television homes in the UK were equipped with

digital satellite reception equipment 14% subscribed to cable television or

SMATV package single mast antenna television which is
primarily

for
buildings

that receive programming by means of single satellite antenna connected to

head end and which distributes television signals to individual units in the

building by cable and 57/o had digital terrestrial television The percentage

figures given for each means of delivery include homes which receive television

services via more than one of such delivery means According to BARB

estimates during the 52 weeks ended 30 June 2009 the Sky Channels

including Sky Box Office and Sky Box Office Events but excluding SkyPokercom

and Sky Vegas accounted for an estimated 16.2/o of viewing of all satellite and

cable channels excluding BBC1 BBC2 ITV1 Channel and S4C rather than

Channel ts in Wales only and five collectively the traditionally analogue

terrestrial channels in multi-channel homes or an overall 7.lIo viewing

share of all channels including the traditionally analogue terrestrial channels

available within multi-channel homes during the same period

For the 52 weeks ended 30 June 2009 BARB estimates that 53Io of all viewing

in UK homes with digital satellite reception equipment digital satellite

homes was of channels available via digital satellite other than the

traditionally analogue terrestrial channels BARB estimates that in the same

period Sky Channels accounted for 22/s of multi-channel viewing i.e viewing

of all channels excluding the traditionally analogue terrestrial channels in UK

digital satellite homes with an overall 11.9/s viewing share across all channels

available including the traditionally analogue terrestrial channels within UK

digital
satellite homes

We hold equity interests in ventures that own 21 not including time-shifted

multiplex versions of the Sky Distributed Channels including certain Premium

Sky Distributed Channels which are operated and distributed in the UK for the

purposes of this filing any reference to the UK in relation to the distribution of

the Sky Channels and Sky Distributed Channels includes the Isle of Man and the

Channel Islands namely Attheraces Nickelodeon Nick Jr Nick Jr Nicktoons

Nicktoonsters National Geographic Channel National Geographic HO Nat Geo

Wild Nat Geo Wild HO Chelsea TV MUTV Comedy Central Comedy Central

Extra The History Channel Military History The History Channel HO The

Biography Channe The Biography Channel HO Crime and Investigation Network

and Crime and Investigation Network HO We also have 33.33% equity interest

in the venture operating the Sky News Australia Channel which is based in

Australia

Premium channels

Sky Premium Channels

Sky Movies channels

Sky Movies features 10 channels of different genres divided into two packs

Pack

Sky Movies Comedy

Sky Movies Family

Sky Movies Classics

Sky Movies Modern Greats

Sky Movies Screen

British Sky Broadasting Group pis
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Pack

Sky Movies Action/Thriller

Sky Movies Sci-Fi/Norror

Sky Movies lndie

Sky Movies Drama

Sky Movies Screen

Sky Movies Comedy Family Classics Modern Greats Action/Thriller Screen

and Screen and Drama broadcast 24-hours per day seven days week Sky

Movies Sci-Fi/I-lorror broadcasts from 8am 6am seven days week and Sky

Movies Indie broadcasts from 9am 5.3Oam seven days week The channels

principally broadcast the output of recent release movies made for video and

made for TV movies and certain library movies in respect of which we are

typically granted exclusive UK and Ireland rights to broadcast during the

relevant pay television window by major Hollywood and independent US and

European licensors

Customers can elect to subscribe to Pack Pack or both packs Sky DTH and

digital cable customers subscribing to both packs receive Sky Movies Premiere and

Sky Movies Premiere free Sky Movies Premiere broadcasts lOam 2am seven

days week and exclusively shows titles in their first run TV windows after the

pay per view and VoD windows The movies are recent theatrical releases made

for video and made for TV movies including foreign film content Sky Movies

Premiere typically broadcasts five new films per week and two films from the

previous week every day for seven days Sky Movies Premiere is one hour

delayed multiplex of the Premiere channel broadcast from 11am 3am

There are nine Sky Movies HD channels dedicated to movies broadcast in high

definition Sky Movies Screen ND Sky Movies Screen HO Sky Movies Comedy

ND Sky Movies Action/Thriller HD Sky Movies Family ND Sky Movies Modern

Greats ND Sky Movies Sci-Fi /Horror HD Sky Movies Drama HD and Sky Movies

Premiere ND Sky Movies Screen ND Sky Movies Comedy HD Sky Movies

Family I-ID and Sky Movies Modern Greats HD are available to customers to our

SkyHD service who also subscribe to Pack and Sky Movies Screen HD Sky

Movies Action/Thriller HO Sky Movies Sci-Fi/Horror HD and Sky Movies Drama

ND are available to customers of our SkyHD service who also subscribe to Pack

Sky Movies Premiere HD is available to customers of our SkyHD service who

subscribe to both Pack land Pack Each of the Sky Movies ND channels is

simulcast of the underlying SD channel

Sky Movies Screen and Sky Movies Screen are also available on Sky Player

see Digital subscriber line and other fixed line distribution Sky Player

below

Sky Sports channels

Sky Sports and Sky Sports each provides on average 22 hours of
sports

programming per day including live coverage of sports events

Sky Sports currently offers on average 18 hours of
sports programming per

day It is available without extra charge to DTH customers and cable subscribers

who subscribe to both Sky Sports and Sky Sports

Sky Sports Xtra is available as stand alone premium channel as well as being

provided free as an additional channel to DTH customers and cable subscribers

who subscribe to both Sky Sports and Sky Sports Sky Sports Xtra currently

offers on average 16 hours of sports programming per day

Sky Sports ND1 Sky Sports l-tD2 and Sky Sports HD3 are available to customers

to our SkyHD service who are entitled to the corresponding standard definition

10 British Sky Brodresting Grosp p5
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channel This year the Sky Sports ND channels have included live HD coverage of

Englands domestic Test matches one day internationals and county matches in

cricket Engage Super League rugby Heineken Cup and Guinness Premiership

rugby the US Open US PGA and selected European Tour events in golf the NFL

Super Bowl and range of live football including matches from the Premier

League FL Coca-Cola Football leagues Carling Cup UEFA Champions

League Scottish Cup and some international games

Sky Sports Sky Sports Sky Sports Sky Sports Xtra and Sky Sports News

are all available online on Sky Player Content from those channels is also

available on an on-demand basis on Sky Player

In March 2006 the European Commission rendered legally binding the PLs

commitment to sell live TV rights in six balanced packages with no one bidder

being allowed to buy all six packages In February 2009 the Group successfully

bid for five of those six available packages each of 23 games of live rights to

Premier League football in the UK These rights run from the beginning of the

2010/11 season to the end of the 2012/13 season

In addition to those PL rights our programming rights
for the Sky Sports

channels include exclusive live rights to broadcast in the UK and Ireland

range of sport including number of football rugby union rugby league

cricket motor sport golf boxing and tennis events Those events include

broadcast rights to Football League matches and the Carling Cup for the

2008/09 to 2011/12 domestic football seasons lii broadcast rights to the UEFA

Champions League for three seasons from 2009/10 iii exclusive live rights to

Englands primary domestic cricket matches and all of Englands home test

matches one day internationals and Twenty2O internationals until 2013

iv exclusive live rights in English for the International Cricket Tours of India

Australia South Africa and the West Indies from 2006 to 2012 number of

rugby union matches including autumn international matches to 2015 and

Guinness Premiership matches to 2013 vi exclusive live rights to the Heineken

Cup and the Challenge Cup until 2014 vii exclusive rights to all tn-nations

rugby union matches between Australia New Zealand and South Africa plus all

summer tours to these three countries made by England Scotland Wales

Ireland and British and Irish Lions and exclusive rights to domestic competitions

in those territories including the Super 14 Tournament and Currie Cup until

December 2010 and viii exclusive live rights to the Ryder Cup World Golf

Championship and the PGA European Tour until 2012

Premium subscription channels retailed by Sky

Disney cinemagic

Under an agreement with The Walt Disney Company Limited we have the

exclusive
rights to distribute via DTH in the UK and Ireland Disney Cinemagic

and its multiplex channel as bonus channels to those of our DTH customers

receiving both Sky Movies packs see Sky Movies channels above and to

other 0TH customers as stand alone premium channel

Chelsea TV

Chelsea Digital Media Limited company in which we own 35/o equity

interest operates digital subscription pay television channel dedicated to

showing certain programming relating to Chelsea Football Club Chelsea TV
We offer Chelsea TV to our DTH customers as stand alone premium channel

MUTV

We are party to joint venture MUTV Limited with Manchester United PLC We

own 33.33% equity interest in MUTV Limited which operates digital

subscription pay television channel dedicated to showing certain programming

relating to Manchester United Football Club MUTV We offer MUTV to our

0TH customers as stand alone premium channel



Music Choice Extra

In addition to Music Choice which is included in certain of our Basic Packages

see Basic Channels Basic Sky Distributed Channels below we offer Music

Choice Extra which consists of an additional 38 digital audio channels to our

DTH customers as stand alone premium channel

ESPN

In June 2009 ESPN agreed to acquire Premier League rights
for the live matches

that were previously held by Setanta The new ESPN channel and its I-ID

simulcast which are planned to launch on August 2009 will offer live English

Premier League football Scottish Premier League football and other European

football leagues international sports and range of premium US sports As
part

of these new arrangements Sky will retail ESPN to both its residential and

commercial customers

Basic Channels

Sky Basic Channels

Skyl is the general entertainment flagship channel of the Sky Channels and

is available to our 0TH customers and certain DSL and cable subscribers It is

targeted primarily at 16-44 age group audience and includes UK-commissioned

drama factual and family entertainment series and major event programming in

addition to first-run acquired US series According to BARB data during the

52 weeks ended 30 June 2009 Skyl was viewed by approximately 48Io of

individuals in all UK television homes and Skyl/213 combined by approximately

81/o of individuals in all UK television homes Skyl is simulcast in HD

Sky2 broadcasts primarily catch-up schedule of programming from Skyl and is

complemented by Skyls programming library and some exclusive content and

is available to our 0TH customers and certain DSL and cable subscribers Sky3

broadcasts schedule of programming from Skyls library content from Sky

Travel Sky Real Lives and Sky Arts as well as some exclusive content Sky3 is

also currently shown on some cable networks in the UK and Ireland and on OTT

as part
of the Freeview

offering
in the UK

Content from Skyl Sky2 and Sky3 is also available on an on-demand basis from

Sky Player

Sky News provides national and international news to viewers in the UK Ireland

and across the globe The channel is broadcast unencrypted on Astra satellites

see Satellites below and distributed to viewers via cable and satellite

networks in Europe Africa the Middle East and Asia It is also currently shown

on some cable networks in the UK and Ireland and on DTT as part of the

Freeview offering in the UK Individual news items are also available on an

on-demand basis from Sky Player

Sky Sports News provides 24-hour national and international sports news

coverage It is currently available to our DTH customers some cable and DSL

subscribers in the UK and Ireland and in the UK on DTT as part
of the Freeview

offering
in the UK Sky Sports News is available online on Sky Player

Sky Arts and Sky Arts HD provide contemporary arts and music oriented

programming and documentaries Sky Arts and Sky Arts HD broadcast

classical arts programming including opera literature theatre cinema and

dance Both Sky Arts HO channels are available to all customers to our HO

service Individual programmes are available on an on-demand basis from Sky

Player

Sky Real Lives and its multiplexes Sky Real Lives and Sky Real Lives focus

on real life human interest stories appealing to female audience The Sky Real

Lives channels are available to our DTH customers and some cable customers in

the UK and Ireland The linear feed of the channel is simultaneously streamed to

the online Sky Player service individual programmes are also available on an

on-demand basis from the Sky Real Lives section of the Sky Player service

Sky Travel is 24-hour teleshopping channel consisting of programming

produced in-house Sky Travel is
currently

available free-to-air Sky Travel

programming also features on Sky Three which currently broadcasts on DTH

and on OTT as part of the Freeview offering in the UK Viewers of the

teleshopping programming on Sky Travel on 0TH and users of the

skytravel.co.uk website are able to purchase wide range of flights hotels and

holiday packages by the telephone or internet

Sky Vegas and SkyPoker.com are interactive television channels which currently

broadcast on 24-hour day basis and are currently available to our 0TH

customers

Basic Sky Distributed Channels

Our agreements with the owners of the Sky Distributed Channels typically grant

us the exclusive right to offer these channels to residential 0TH customers in the

UK and Ireland

The owners of the Sky Distributed Channels generally sell their own advertising

time on their channels although we act as an advertising sales representative

for certain of these channels see Advertising below

Pay-per-view

Our Sky Box Office service currently offers our 0TH customers over SO screens

of television premieres of movies and occasional live sports and other special

events on pay-per-view basis We have acquired certain exclusive DTH rights

from Hollywood and independent distributors which enable us to show their

movies on Sky Box Office Sky Box Office HO offers at least 12 movies each week

in high definition on pay-perview basis We also currently offer seven screens

of adult movies between 10.OOpm and 5.3Oam to our DTH customers via our

18 Plus Movies service

Sky Anytime TV

In March 2007 the Group launched Sky Anytime TV an on-demand service that

provides access to selected programmes that are added to the service overnight

with approximately 30 hours of content available at any one time Viewers have

seven days to watch programmes or store them on their Sky planner see

description of Sky in DTH Distribution below as newer programmes are

added and older programmes are deleted Sky Anytime TV uses additional

storage capacity on relevant set-top boxes to automatically store selected

programmes for viewing on-demand and the customers personal recording

capacity remains unaffected Sky Anytime TV is available to all Sky HO customers

and customers with the latest generation of Sky set-top boxes at no extra

charge in accordance with their subscriptions for example customers who

subscribe for the Sky Movies channels will have access to certain Sky Movies

programming on Sky Anytime TV at no extra charge Sky Anytime TV is now

available to over million Sky customers and over 1.1 million customers use the

service every week

Distribution

We distribute our programming services directly to 0TH customers through the

packages described above Cable subscribers by contrast contract with cable

operators which in turn acquire the rights to distribute certain of the Sky

Channels from us which they combine with other channels from third parties

and distribute to their subscribers On 28 February 2007 the Groups wholesale

supply arrangement to supply VM with the Sky Basic channels expired though

VM continued to
carry

versions of all the Sky Premium Channels On November

2008 the Group announced that it had entered into new agreement to supply

VM with certain Sky Basic Channels to take effect from 13 November 2008 see

Cable distribution UK below OTT viewers must have either an integrated

digital television set or an appropriate set-top box see Competition OTT

below
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In thousandsf1 2009 2008

Distribution of Sky Channels

0TH homes 9442 8980

Cable homes121 4271 1.248

Total Sky pay homes 13.713 10.228

DTT homes13t 99O0 9.700

Each of the above figures includes homes that receive Sky Channels via more than

one means of distribution

12 The number of cable homes is reported to us by the cable operators

13 The OTT homes number consists of the Office of Communications Ofcom
estimate of the number of homes where OTT is the only digital TV platform

supplying services and includes Top-Up-TV OTT homes The number of OTT homes

for all periods disclosed above is based on Ofcoms Digital Television Update

published quarterly
in arrears

Latest data available is at 31 March 2009 with an estimated number of OTT homes

of over 9.9 million

DTh distribution

As at 30 June 2009 the total number of 0TH customers in the UK and Ireland

was 9.442000 representing not increase at 462000 customers in the fiscal

year DTH churn in total was 10.3% in fiscal 2009 2008 10.4% We define 0TH

churn as the number of 0TH customers over given period who terminate their

subscription in its entirety net of former customers who reinstate their

subscription in that period where such reinstatement is within twelve month

period of the termination of their original subscription In fiscal 2009 we

derived 4184 million 78% of our revenue from 0TH subscription revenue

2008 3769 million 76/n

Of 9.442000 0TH customers 63% took Sky Premium Channel 5.491000

were Sky customers 1835000 were Multiroom customers and 1313000

were SkyHD customers

The standard price inclusive of VAT where applicable to residential 0TH

customer of our basic package containing the largest number of basic channels

known as the Variety Pack is currently 16.50 per month in the UK and

20.50 per month in Ireland The range of prices inclusive of VAT where

applicable to 0TH customer taking one or more basic channel Packs with Sky

Premium Channels which varies depending upon the number of basic channel

Packs and Sky Premium Channels taken is currently 25.50 to 46 in the UK
and 38 to 69.50 in Ireland VAT on package prices was adjusted on
rounded basis at the beginning of 2009 to reflect the government reduction and

will be adjusted to reflect any future change

We also offer number of our services including our HO service to commercial

0TH customers in the UK and Ireland under range of contracts The types of

contract and the channels which are available to any particular commercial

customer depend primarily upon the type of business premises within which

such customers wish to show our services Our commercial 0TH customers

include offices retail outlets hotels pubs and clubs Each such operator with

SMATV system is considered to be single commercial 0TH customer regardless

of the number of points e.g rooms in hotel within the premises the

television signal is distributed to As at 30 June 2009 there were approximately

42192 customers to our commercial 0TH services in the UK and Ireland

including approximately 4886 commercial 0TH customers operating SMATV

system

12 British Sky Broadcasting Sroup plc
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The majority of our UK 0TH commercial customers are customers under our

pubs and clubs subscription agreement Under that agreement the subscription

prices range from 89 to 3001 per month exclusive of VAT In Ireland prices

to pubs and clubs customers range from 278 to 686 per month exclusive of

VAT

Digital satellite reception equipment

UK

In order to receive our 0TH service customers are required to have digital

satellite system which includes satellite dish and LNB low noise block

converter digital satellite receiver set-top box smartcard see

Technology and Infrastructure below and remote control We have worked

with number of manufacturers and continue to work closely with selected

manufacturers to manufacture digital satellite receivers based upon our

specifications Since our acquisition of Amstrad the Group also manufactures

set-top boxes

Standard installation for all new 0TH customers taking the free standard set-top

box offer during fiscal 2009 was 60 or 30 for new 0TH customers joining

with Sky-i- box or no charge for new 0TH customers joining with SkyHO

box Non-0TH subscribers taking up the free standard set-top box offer which

is different from purchasing our freesat proposition see Distribution Free-to

view Satellite Proposition below during fiscal 2009 were and currently are

charged 117.45 for standard installation regardless of whether the installation

is booked for weekend or weekday

The services received by non-subscriber taking up the free set-top box offer

depend upon the number of unencrypted services and free encrypted services

available on the Astra and Eutelsat satellite systems and also upon whether the

non-subscriber receives encrypted channels from third
party broadcasters on

subscription or pay-per-view basis

During fiscal 2009 we have continued to offer the Sky box and Sky HO box

These are set-top
boxes that we have developed which contain two satellite

tuners and an integrated PVR allowing programming to be recorded directly on

to hard-disk contained within the box This enables 0TH customers to watch

one live satellite programme or previously recorded programme while

simultaneously recording another or to simultaneously record two programmes

to pause or rewind live television and to record automatically some series of

programmes During fiscal 2009 the standard cost to 0TH customers of Sky
box was between 49 and 199

Sky customers need Sky subscription to use the Sky recording features

0TH customers receive the Sky subscription for free Customers who do not

subscribe to Sky package non-DTH subscribers pay monthly charge of

9.75 for the Sky subscription

During fiscal 2009 the standard cost to 0TH customers of SkyHD box was

between 49 and 199 0TH customers currently pay monthly subscription fee

of 9.75 for theHO service in addition to the subscription fee for the package of

channels taken The number of Channels received by customer with the HO

service depends on the basic packages and other channels they have chosen

SkyHO customers require Sky subscription to use the Sky recording

features of the SkyHD box The subscription is free for 0TH customers or 9.75

month for non-OTH subscribers 0TH customer can only receive one

discounted Sky or SkyHD box

0TH customers with Sky subscription and compatible Sky or SkyHO box

can also receive Sky Anytime TV at no extra cost This is an on-demand service

which provides selection of programming on the set-top box hard-disk which

customer can watch at time of their choosing The viewing content that

customer can access on Sky Anytime TV depends on whether the customer



subscribes to the package from which the content originates see Sky Anytime

TV above

We also offer our DTH customers and non-DTH subscribers the opportunity to

purchase up to seven extra Digibox receivers or three Sky or SkyHD boxes for

use at the same residence as their original set-top box which enables them to

watch different satellite programmes in different rooms at the same time using

just one satellite dish Most of our 0TH customers that have Multiroom

subscription pay 9.75 per month for each extra box which provides all the

channels included in that customers main DTH subscription package for that

extra set-top box

During fiscal 2009 the standard cost of an extra Digibox was 49 and for an

extra Sky or SkyHD box was 199

Both digital satellite reception equipment and subscriptions to our DTH services

are offered by us directly and through variety of retailers We also provide

installation and equipment repair services In fiscal 2009 1.4 million digital

satellite reception systems were newly installed in the UK by or on behalf of one

of our subsidiaries 2008 1.3 million

Ireland

In Ireland both satellite equipment and subscriptions to our DTH services are

offered directly by us and through large number of Irish retailers Some of the

channels offered in Ireland differ from those offered in the UK

Sky Adive

We offer our viewers enhanced and interactive services We offer enhanced

broadcast
applications behind number of Sky Channels including Sky Movies

Active behind our movie channels Sky Sports Active behind our sports

channels Sky News Active behind Sky News and the interactive betting service

available behind SkyPoker.com and Sky Vegas We offer interactive services

which can be accessed whilst the programming on the channel to which the

interactive service relates stays in view

We provide an interactive television platform for the development and delivery

of interactive television services by means of either stand-alone portals

including the Sky Active portal or in conjunction with certain broadcast

channels Such interactive services include betting customer services

interactive advertising games competitions voting and quizzes

Sky Active is currently offered at no additional charge to all of our DTH

customers Each viewers telephone line acts as the return path for these

interactive services via modem in the set-top box

Third party channels and third
party stand-alone interactive portals such as

Playiam Teletext Holidays Ladbrokes Directgov and NHS Direct Interactive

make use of the interactive potential of the
digital 0TH platform Third party

broadcasters such as the BBC ITV Channel Nickelodeon and the Disney

Channel have launched interactive services on our DTH platform Third
party

channels may offer such interactivity in conjunction with Sky Active or provide

their interactive services independently including making use of competing

interactive infrastructures connected to our 0TH platform

Sky Betting and Gaming

The Group offers range of betting and gaming services under the Sky Bet

Sky Poker Sky Vegas and Sky Bingo brands in relation to which the

Group acts as bookmaker and operator The Sky Bet fixed odds sports betting

service is licensed by the UK Gambling Commission and is available across

multiple platforms including by means of set-top boxes including Sky and

SkyHD by telephone WAP and on the internet Customers can also bet on

virtual dog and horse racing on the Sky Vegas channel Skys gaming operations

which include poker bingo and an online casino are licensed in Alderney in the

Channel Islands SkyPoker.com launched in February 2007 on 0TH Customers

can participate through their set-top boxes or through the internet at

www.skypoker.com and can have the option of watching the show on the

SkyPoker.com channel The Group also continues to develop range of popular

games products on the internet at www.skyvegas.com through the Sky Vegas

24/7 games service In accordance with recent changes to the licensing structure

of transactional gambling channels introduced in June 2009 by Ofcom the

SkyPoker and Sky Vegas channels operate as teleshopping channels rather than

as editorial channels as previously required Sky Bingo was launched on the

internet in December 2007 In fiscal 2009 we derived 48 million of Sky Bet

revenue encompassing betting and gaming 2008 44 million The gambling

business is certified by the Gambling charity Gamcare and has in place stringent

social responsibility measures for the protection of minors and other vulnerable

people We take active measures to prevent persons resident in the US

participating in our internet gaming and betting services

The Group also operates the odds comparison service Oddschecker

www.oddschecker.com which compares betting odds of range of operators

across the industry

Sky Player

Sky Player is PC-application that provides access to range of live channels as

well as on-demand programmes including Sky Sports Skyl Sky News Sky Arts

and Sky Movies programming

Customers can access range of entertainment sports and movies content with

Sky Player via www.sky.com/skyplayer provided they have compatible

computer and operating system This offers downloads and streamed content to

any PC with internet access The cost and availability of content depends on

whether the customer is 0TH customer and what 0TH subscription package

they have Certain content is available on pay-per-view and subscription basis

Sky By Wire

Sky By Wire raters to television services retailed directly by us over the fixed

line networks of other operators

Following its acquisition of Video Networks Ltd the operator of the HomeChoice

platform Tiscali UK Limited Tiscali re-branded the platform as Tiscali Won
March 200 Tiscali now distributes pay television and broadband access

services across its whole unbundled local loop network On July 2009 The

Carphone Warehouse Group plc Carphone Warehouse announced that it had

completed its acquisition of Tiscalis UK business including Tiscali TV

Under arrangements in respect of Tiscali TV we have access to the Tiscali TV

platform to enable us to retail certain of the Sky Premium Channels to

customers who already subscribe to Tiscali services In addition we are

provided with certain customer management billing and sales agency services

in respect of our customers receiving Sky Premium Channels via its platform In

return for these services we pay fixed monthly fee per subscriber who

subscribes to Sky Premium Channel on the Tiscali TV platform

We also have Sky By Wire offerings available via number of other platforms in

Ireland Magnet Networks Limited Smart Telecom Broadworks Communications

and SCTV Digital

Easynet

The Group completed its acquisition of Easynet Group plc now Easynet Group

Limited Easynet in January 2006 Founded in 1994 Easynet is an

international managed network and hosting company Easynet has operations in

ten countries UK Spain France Germany the Netherlands Belgium Italy
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Switzerland US and China enabling companies to connect their sites to high

quality secure and reliable Multi-protocol Label Switching MPLS network

Easynet offers full portfolio of managed network and hosting services

including national and cross border lPvirtual private networks internet

connectivity carrier services hosting and co-location in purpose built data

centre facilities managed video conferencing and security solutions to large

national and international businesses

In the UK the Group engages in local loop unbundling LLU which involves

placing equipment in BT exchanges enabling the Group to offer differentiated

services to businesses and consumers As at 30 June 2009 the Group through

its acquisition of Easynet and LLU that has been carried out by the Group since

that acquisition had unbundled 1.193 exchanges

Sky Broadband

We launched Sky Broadband our broadband internet access service in 2006

The service is available to all of our 0TH customers in the UK

For 0TH customers covered by our broadband network three different

broadband products are available Sky Broadband Base Sky Broadband

Everyday and Sky Broadband Unlimited Sky Broadband Base costs per

month with download speeds of up to 2Mb/s and 2GB monthly usage Sky

Broadband Everyday costs 10 per month and offers download speeds of up to

10Mb/s and 10GB monthly usage Sky Broadband Unlimited costs 15 per

month and offers download speeds of up to 20Mb/s and unlimited monthly

usage If 0TH customer with Sky Broadband also takes Sky Talk calls product

they currently receive discount on their monthly Sky Broadband

subscription for as long as they continue to take that Sky Talk product

Set up costs for Sky Broadband vary between and 60 according to the Sky

Broadband product taken the other services to which the relevant customer

subscribes and whether the Sky Broadband customer is adding the service or

taking up the service at the point of first subscription to Sky or as an existing

0TH customer

As at 30 June 2009 our broadband network covered approximately 72% of UK

households

We also offer Sky Broadband Connect to our DTH customers in the UK who are

not within the coverage area of our broadband network Sky Broadband Connect

offers an equivalent service to Sky Broadband Everyday and costs 17 per

month Sky Broadband Connect customers will be offered Sky Broadband Base

Sky Broadband Everyday or Sky Broadband Unlimited if and when our

broadband network extends to their area

Sky Talk

Sky Talk is telephony service available to all of Skys OTFI customers in the UK

Sky Talk Freetime offers DIEt customers free for up to one hour per call UK

evening and weekend calls and Sky Talk Unlimited offers 0TH customers

unlimited UK calls for up to one hour per call and unlimited calls to certain

international destinations for month

In October 2007 the Group launched Sky Talk Line Rental an opportunity for

0TH customers to take their telephony line rental directly from Sky This is

currently available for 10 month to 0TH customers who also take Sky Talk

product
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Online

We own and operate number of established websites including sky.com

skysports.com and sky.com/news

Sky launched full-service online portal in October 2007 encompassing e-mail

search and other new channels such as money motoring property and travel to

sit alongside skysports.com and sky.com/news websites

Sky also extended its commitment to protection of its customers by introducing

the Sky Security Centre where users can obtain information and products

relating to online security and protection

Mobile networks

Sky Anytime on Mobile and Sky Mobile TV

Sky Anytime on Mobile is mobile phone application that provides access to Sky

Sports Sky News Skyl and Sky Movies mobile content This offers news and

entertainment information on compatible mobile handsets It also allows

customers to access the 7-day TV guide It is available at no extra cost to our

0TH customers The application is available across all mobile networks to

customers with compatible handset with mobile Internet access via GPRS or

third generation cellular telephone systems 3G
In addition customers on Vodafone Orange or T-mobile mobile networks in

the UK or the Vodafone network in Ireland and with compatible mobile

handset can subscribe to Sky Mobile TV Sky Mobile TV offers over 25

channels streamed direct to the customers mobile phone Depending on the

customers mobile network they can subscribe to up to four packages which cost

from to per month or on daily or weekly basis in Ireland

We also offer 24-7 Football This allows customers to watch football clips on

compatible mobile handset It is available on all mobile networks in the UK

and certain Irish networks and you do not need to be 0TH customer to

register UK customers can either subscribe for month or buy each clip
for

0.50

We also syndicate various content alerts text based and video clips under our

brands to mobile operator portals

Cable distribution

UK

VM provides both analogue and digital cable services across its cable systems

and accounts for the majority of our wholesale revenue which is revenue

derived from the supply of Sky Channels to UK and Irish cable platforms On 28

February 2007 our agreements with VM for the distribution of the Sky Basic

Channels on its cable systems expired though VM continued to
carry

versions of

all the Sky Premium Channels On November 2008 the Group announced that

it had entered into new agreement to supply VM with certain of the Sky Basic

Channels to take effect on 13 November 2008 and run until 12 June 2011 In

fiscal 2009 we derived 206 million in subscription fees from cable operators

2008 181 million We estimate based on public disclosures by VM and the

number of cable homes reported to us by other cable operators that as of 30

June 2009 VM subscribers represented greater than 99% of all cable television

subscribers in the UK VM also carries versions of Sky Premium Channels on its

digital networks and Sky Sports and Sky Sports on its analogue network

Cable operators are able to offer their subscribers any choice or combination of

the Sky Premium Channels pursuant to the rate card terms on which we supply

such channels The Sky Basic Channels are not included in our current

wholesale rate card and we negotiate separate commercial arrangements with

each cable operator for the carriage of these channels



We have contracts with Smallworld Newtel and Wightcable for their distribution

of all of the Sky Basic Channels These three
regional cable operators operate

the only other major pay TV cable services outside the VM network covering the

Borders region Jersey and the Isle of Wight respectively

In addition several of the Sky Channels are distributed on number of

narrowband cable networks These are generally smaller cable operators that

have limited channel capacity when compared with digital satellite or digital

cable and accordingly do not generally carry all of the Sky Channels

Ireland

We currently have arrangements in place with UPC Communications Ireland

Limited UPC for the re-transmission of certain of the Sky Channels including

Sky Basic and Sky Premium Channels to their subscribers over the legacy

networks of ntl Ireland and Chorus previously the two leading Irish cable

operators but which were brought under the common ownership of UPCs

parent company Liberty Global Inc. in December 2005 UPC operates both

analogue and
digital cable services in Ireland

In addition several of the Sky Channels are distributed on number of local

cable networks in Ireland These are generally smaller cable operators that have

limited channel
capacity when compared with digital satellite or digital cable

and accordingly do not generally carry all of the Sky Channels

In Ireland cable subscriber fees for the Sky Premium Channels are charged on

per subscriber per channel package basis The level of prices charged to cable

operators for most Sky Channels is lower than in the UK

Dli distribution

We broadcast versions of three of our channels Sky News Sky Sports News and

Sky Three unencrypted free-to-air via DTT in the UK These channels are

broadcast on DTT multiplex for which the licence is held by Arqiva Services

Limited which owns and operates shared wireless communications and

broadcast infrastructure

The channels broadcast via DTT by us together with number of other channels

broadcast free-to-air via DTT by other broadcasters are marketed to consumers

under the generic brand Freeview In February 2007 we announced that we

were developing plans to replace these three channels with new pay TV

channels on the DTT platform An application to Ofcom to amend our Digital

Television Programme Services licence DPS to enable us to launch these pay

TV channels on the DTT platform was submitted in April 2007 In the second

consultation document issued in September 2008 in relation to this proposal

Otcom took the approach that it was highly unlikely
that any existing or potential

competitor would be able to compete effectively with Skys proposed pay TV

service on Dli and so indicated that in light of Ofcorns review of the pay TV

industry it was most likely to fulfil its regulatory duties by consenting to the

proposal but only subject to effective fulfilment of certain conditions notably the

introduction of its proposed wholesale must-offer arrangement and the use of

simulcrypt to allow other pay TV retailers on DTT to access Skys premium sports

and movies channels using their own conditional access systems Ofcom has

since announced in June 2009 that it intends to complete its latest

consultation on the pay TV review before it concludes its assessment of this

proposal and publishes further statement on our application see

Government
regulation Broadcasting Act licences below

Free-to-view satellite proposition

We offer purchasers freesat proposition with access to over 270 free-to-view

television and radio channels including regional variants and interactive

services without monthly subscription fee Consumers can purchase

package of
digital satellite reception equipment including digital satellite

smartcard and standard installation for 150 The free-to-view channels on

DTH include Sky News and range of television and radio channels provided

by among others the BBC and IN Access to the encrypted signals of Sky Three

Channel and five is available as result of the provision of digital satellite

viewing card which we provide as part of the package The purchasers of this

proposition are not obliged to subscribe to our pay television service however

the proposition offers an easy upgrade path to our 0TH pay television service

Emerging forms of distribution

We are also evaluating various other possible new means of
distributing our

services other than by DTH cable DSL and DTT such as wireless broadband

using Wimax or other similar technologies mobile TV using technologies such

as Digital
Video Broadcasting for Handhelds DVB-H MediaFlO by

Qualcomm the internet IP Wireless/ TDtv General Packet Radio Service

GPRS and UMTS 36 mobile telephony

We currently broadcast certain of our channels online on Sky Player see Digital

Subscriber line and other fixed line distribution Sky Player above

Recently we announced that Sky Player will be available on Xbox later this year

We also participate actively in the Digital Video Broadcasting DVB
standardisation group both in the various working groups and at the level of the

DVBs Steering Board which gives us early exposure to other emerging

technologies

Seasonality

Historically DTH customer subscriptions to our channels have tended to be

higher in the first half of our fiscal year which as result ol us expensing the

cost of acquiring customers as incurred has tended to provide modest

weighting of profit towards the second half of the year There can be no

assurance that these trends will continue in the future

Marketing

The principal types of marketing used by us to promote our products and

services are press including both national and regional newspapers and

magazines media inserts door drops direct mailings outdoor activity such

as billboards and bus backs on-air advertising on both national and regional

radio and television channels on both promotional and commercial airtime

outbound calling online advertising on both third party websites and on

sky.com advertising
in our customer magazine point

of sale advertising in

retail outlets which sell our products and services and Sky retail stores

Advertising

Advertising sales

In fiscal 2009 we derived 308 million of our revenue from advertising sales

2008 328 million

We sell advertising for all of the 26 Sky Channels as well as for their

multiplexes around all programmes broadcast on these channels We also act

as the advertising sales representative for certain third party channels We sell

advertising time across all of the Sky Channels and third party channels

represented by us and tailor distribution according to the target audience an

advertiser is
trying to reach

According to BARB estimates across all UK Multi-Channel Homes our average

share for all of the Sky Channels of commercial audiences excluding those of

the BBC for fiscal 2009 was 11.15fo an increase from 11% at the end of the

previous fiscal year Our customers households tend to be younger and more

affluent than the average UK household and tend to over-represent the 16-34

year old ABC1 i.e upmarkel and male demographic profiles sought by many

advertisers
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Sponsorship sales

In fiscal 2009 we derived 30 million of revenue from sponsorship 2008
30 million which is included in

advertising
sales revenue

We acquire programme sponsors for the Sky Channels and work alongside the

sales teams of partner channels such as National Geographic Channel

Discovery Channel The History Channel and Hallmark to help secure broadcast

sponsors for their channels

Programme sponsorship is generally either title sponsorship e.g Nintendo

Wii/ Gladiators or themed sponsorship e.g Sd Fl programming on Skyl

sponsored by EA Games

Competition

Introduction

Sky is channel provider distributor of television services and DTH

satellite platform service provider Sky also offers broadband and telephony

services to its 0TH customers as well as range of other services including

variants of video on demand VOD via the set-top box and online games via

both interactive TV and the internet and
betting

and gaming services via TV

telephone and the internet

Sky competes with number of communications and entertainment companies

to secure supply of content for audiences for that content for advertising

sales and for customers to its content distribution broadband and telephony

services This competitive set is summarised below under the following

headings

competition from other video distributors and video distribution channels

competition from broadband and telephony fixed and mobile providers

competition from other broadcasters and

competition from sellers of advertising air time

In recent years large parts of telecoms network infrastructure have been

upgraded from circuit-switched networks to packet-switched lPnetworks

These lP networks are able to
carry

video content in addition to voice and other

data and together with the digitalization of content have facilitated

convergence between media and telecoms companies

This technical convergence has also increased the propensity for companies to

offer bundle of services to customers typically triple play of broadband

access telephony and video content as they seek to make efficient use of their

networks

competition from other video distributors and video distribution

channels

Pay services

Cable Services

Cable operators compete with Sky as an alternative service to DTH distribution

In the UK the principal cable operator is now VM which was formed as result

of the merger of nil and Telewest VM provides both analogue and digital cable

television services in the UK In Ireland cable television services are provided

principally by UPC Broadband division of Liberty Global Inc via its UPC

Ireland Chorus and ntl Ireland subsidiaries These offer both analogue and

digital cable and multipoint microwave distribution system MMDS television

services in Ireland
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There are areas in the UK and Ireland where it may not be economically feasible

to offer cable television services including some rural areas There are also

certain areas in the UK and Ireland such as conservation areas where due to

planning and local regulations 0TH satellite equipment may not be installed

According to Ofcom cable networks currently cover approximately 5OIo of UK

homes Approximately l3% of UK homes currently subscribe to cable

television service whilst approximately 35Io of Irish homes currently subscribe

to cable or MMDS television services

In 2005 ntl and Telewest launched pull video on demand service in the UK

This VOD service has now been rolled out to all of VMs digital TV subscribers

The VM VOD services include movie and television programme content and

provide viewers with pause and rewind
functionality Digital

cable subscribers to

whom the services are available do not need to upgrade their equipment to

receive the services though some VOD services are only available for an

additional fee depending on the basic package subscribed to As an additional

service VM also offers HD PVR set-top box which enables its

subscribers to record programming and watch HD content on the VM platform

611900 VM subscribers had PVR at the end of March 2009

IPTV services

Two operators have developed the capability to deliver linear television

channels via their DSL networks to homes Kingston Communications in

Kingston-upon-Hull which closed its TV service in April 2006 and Tiscali

through the acquisition of Video Networks Ltd VNL in August 2006 Tiscali

was acquired by Carphone Warehouse in July 2009

Tiscalis service was re-branded in March 2007 as TiscaliTV previously branded

as HomeChoice and offers access to range of broadcast channels and video-

on-demand content including movies packaged together with broadband

Internet access and telephony According to Ofcom as at March 2009 100000

television homes in the UK were viewing linear television via DSL platform

Other operators have developed or are investigating the capability to combine

linear television channels delivered over the DTF platform and on-demand

video services including paid for on-demand video services delivered via

DSL connection The principal operator with services currently available is BT

which launched its service BT Vision in December 2006 and had 1623000

subscribers at the end of March 2009 BTs service also incorporates PVR

functionality and VOD services

Programming available over the internet

Broadband-enabled telephone lines principally using DSL technology are being

used to deliver video content to consumers This includes content delivered on

an on-demand basis and broadcast content It also includes delivery of

content to consumers PC5 and to their television sets via compatible set-top

boxes

Internet services have grown significantly in the UK in the recent past both in

terms of the number of providers and the number of users Whilst consumer

broadband DSL access remains principally focused on the provision of internet

access several operators have developed the
capacity to deliver

digital

television via DSL lines

The increase in the average speed of internet connections and the emergence of

new codecs such as MPEG-4 and WM9 means that consumers can also

increasingly download video or watch streamed video over the internet

Additionally the use of peer-to-peer technology for both legitimate and

illegitimate video downloading is growing in popularity



Terrestrial broadcasters are making selection of their programming available

for download or streaming it via their websites using mixture of pay and free-

to-air business models Channel 14s 4oD service is available to PC Mac and

linux users offering free 30 day catch up streaming and download service for

programmes currently broadcast on its linear channels and access to its archive

of
original programming In June 2009 Channel 14 announced that it will make

its entire archive content c4000 hours available for free on 4oD not including

US series It charges fee per download for episodes of its acquired series

outside the 30 day catch up period and for rental of movie titles Downloaded

episodes are available to watch on the users PC for 48 hours 4oD is also

available on Virgin Media BT Vision and Tiscali TV

The BBC launched its iPlayer service in December 2007 offering large

selection of TV and radio content for free via seven-day catch-up service that

makes BBC content available via streaming and download It is available to PC

Mac and Linux users Content that the BBC makes available through its
iPlayer

application is
currently also made available on the Virgin Media and BT Vision

television platforms and on the Apple iPhone iPod Touch Nintendo Wii and

through Sky Player In 2009 the BBC made some HD content available on the

iPlayer The BBC also streams BBC3 and the BBC News Channel as simulcast

online and is beta
testing

online simulcasts of BBC1 BBC2 and BBC4

TV relaunched its VOD offering as ITV Player providing streamed 30 day

catch up service for its content via its website Content from ITV Player is also

available on Virgin Media as part
of its seven day catch-up service and on BT

Vision

fives catch-up service Demand Five provides entertainment content on free

eight-day catch-up basis including content from the US Outside this window

titles are available on PPV basis Users can also pay to access some

programming before it is broadcast on one of Fives linear channels Some titles

are available to own and some are available in HD

The BBC ITV and Channel have also made some of their series available to

Apples Tunes service in the UK on download-to own-basis enabling users to

watch programmes on their PC or portable Apple device

In November 2007 BBC Worldwide ITV and Channel 14 announced plans to

launch joint venture VOD
offering

for PC5 and later for set-top boxes with the

working title of Project Kangaroo The service was intended to aggregate

content from each of the parties and offer third
party content using mix of ad-

funded download to own and download to rent models In February 2009 the

Competition Commission CC blocked Project Kangaroo stating that it would

threaten competition in the UK VOD market

In December 2008 the BBC TV and BT announced their plans to launch joint

venture known as Project Canvas It intends to promote standards based

open environment to bring on-demand and internet-based content to the TV via

broadband connected digital device The BBC Trust is
currently assessing the

proposal from the BBC Executive to form the joint venture

There are also number of new operators offering TV-like experience online

Babelgum has launched
offering

video content for free online Currently there

is only limited amount of content available on this service in the UK We also

expect Hulu successful free online VOD service to launch in the UK later in

2009 l-lulu is
currently only available in the US

Several operators offer video content over the internet such as YouTube which

compete for consumers leisure time

DTF

Top Up TV which launched in March 2004 offers pay television service via

DTT Top Up TV changed its business model from the provision of pay linear

television channels delivered via DTT into VOD service with content

downloaded using Dir capacity to the set-top box where it is stored on hard

disk and made available for viewing Following the change customers must now

purchase new Top Up TV set-top box available since October 2006 to receive

the service The customer can use the set-top box as PVR The
set-top

box also

features conditional access technology allowing customers to subscribe to such

pay linear television channels as are available on Dli

Other DTH pay Wproviders

Partly as result of Skys regulatory obligations to offer conditional access

services the digital satellite platform is an open platform and there are

alternative subscription retail packages on that platform available from retailers

other than Sky Sky competes with these subscription retail packages which

include the Zee TV and Playboy packages and up to June 2009 included Setanta

Sports for subscription revenue

DVDs

DVD sales and rentals which have largely replaced sales of video cassettes have

performed well in the UK In addition to offering consumers an alternative

source of programming to television services the DVD window for new movies

generally starts before both the pay television window and the pay-per-view or

VOD television window This window which has been brought forward by some

studios in recent years can start as soon as three months following movies

UK cinema release Sk has to date been able to develop significant customer

base for its pay-per-view services and movie channels notwithstanding

competition from the DVD industry However such services will come under

increasing pressure as EST electronic sell through and VOD offerings continue

to become more wideiy available from services such as Lovefilm subscription

DVD rental service

Free-to-air services

As result of the
availability

of free-to-air television channels some consumers

choose to rely entirely on free-to-air services for television viewing and video

services rather than choosing also to subscribe to pay television service

Currently in the UK the principal means of delivering free-to-air television are

analogue television services Dli freesat propositions consisting of service

from Sky and separate proposition from the BBC and ITV that launched in May

2008 and video services online

Analogue television services

Five analogue terrestrial channels and regional variants are broadcast

throughout the UK although channel five is unavailable in some areas and

bilingual channel S4C is broadcast instead of Channel in Wales Additional

local analogue terrestrial channels are broadcast in Northern Ireland

The number of homes using analogue terrestrial as primary TV reception

means has fallen as adoption of digital multi-channel TV services has grown On

April 2009 Ofcom reported that at 31 March 2009 analogue terrestrial was

the main TV reception means in 2.9 million UK homes down 18% since

31 March 2008 The discontinuation of analogue television broadcasting is

proceeding on region by region basis with completion planned in 2012

Four analogue terrestrial channels are broadcast throughout the Republic of

Ireland On 17 June 2008 the Commission for Communications Regulation

announced that at 31 March 2008 analogue terrestrial was the main TV service

in 352000 Irish homes
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Freeview

In the UK free-to-air channels on the DTT platform are marketed under the

Freeview brand There are over 40 TV channels available in total as part of

this offering although availability varies regionally and over 20 radio channels

There are also several television channels available on regional basis within

the UK

Freeview services are currently able to be received by around 7501o of UK homes

It is anticipated that this will increase significantly by 2012 as the process of

discontinuing analogue television broadcasting progressively in different regions

of the UK is completed digital switchover Digital switchover will release

radio spectrum currently used to broadcast analogue television services which

could be used for number of purposes for example to expand the number of

channels broadcast via DTT to allow the broadcast of HO services via DTT to

increase the spectrum available for mobile communications i.e mobile

broadband and telephony or for mobile television service or mix of these

things Ofcom has awarded spectrum to the BBC the Channel licensees ITV

sty and UTV Channel and S4C and Channel to launch four HO services on

D1T in total The BBC the Channel licensees and Channel are expected to

launch services in the Granada region in late 2009 Coverage will expand to

other regions as digital switchover progresses

in November 2007 Whutehaven and Copeland became the first area within the

UK to have the signal for analogue terrestrial television switched off Digital

switchover continued in the West Country in
April 2009 with the BBC2 analogue

signal being switched off in Torbay and South Devon The target for full digital

switchover is 2012 with phased switchover taking place in the run up to this

date

In order to receive Freeview services consumers purchase either set-top box

which is relatively inexpensive or television set with built in DTT tuner an

Integrated Digital TV or IDTV Customers also have to ensure that they

have suitable aerial to receive the signals it is estimated that an aerial

upgrade where necessary costs 150 on average

In addition in May 2007 the joint venture behind the Freeview brand launched

separate brand called Freeview Playback which has since been rebranded

Freeviewi- and which certain suppliers are able to use to market OTT PVR5

PVRs which meet specific quality and functionatity criteria are able to use the

Freeview logo for marketing purposes

Take-up of Freeview services has grown quickly since its launch in October

2002 Ofcom reported that at 31 March 2009 17.7 million homes were viewing

DTT on at least one device and Freeview was the sole means of
receiving digital

multichannel TV services in 9.7 million UK homes

There is currently no OTT service in Ireland but OTT pilot projects have been

ongoing since August 2006 In July 2008 the Broadcasting Commission of

Ireland announced its decision to award licences to operate three OTT

multiplexes to Boxer OTT Limited Separately RTE was assigned single OTT

multiplex to make the four
existing analogue terrestrial free-to-air channels in

Ireland available In April 2009 Boxer OTT Limited withdrew from the operation

of three of the four OTT multiplexes in Ireland after
failing to reach agreement

with the BCI The BCI has since awarded the licences to the OneVision

consortium Arqiva Eircom Setanta and TV3

Free-to-view satellite propositions

All households with Sky 0TH set-top boxes including Sky customers former Sky

customers and households who have never been Sky customers receive
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television and radio services broadcast free-to-air via satellite to the UK and ROl

There are now over 250 such services In October 2004 Sky launched

hardware and installation proposition which enables households who wish to

receive free-to-air television and radio services via satellite to do so without

taking Sky subscription

In May 2008 the BBC and ITV began promoting the availability of new set-top

boxes and ION with built in 0TH satellite tuners which also receive number

of television and radio services that are broadcast to the UK and ROl free-to-air

via satellite These
set-top

boxes do not contain conditional access technology

and therefore cannot be used to receive pay TV channels broadcast via satellite

HO receiving equipment enables consumers to view the BBC HO channel and

red-button ITV HD service the latter of which is currently exclusive to the service

In order to be received by the new BBC/ITV freesat
set-top boxes existing

channels broadcast via satellite need to be configured to appear on both

platforms Currently the new set-top boxes and IOTV5 can receive more than

140 TV and radio channels

Competition from broadband and telephony providers

Broadband and telephony services

Sky competes with other providers of broadband internet access and fixed

telephony in the UK These include BT VM Carphone Warehouse Tiscali

Tiscalis UK operations were acquired by Carphone Warehouse in July 2009

Orange and 02 Sky does not currently offer these services in the Republic of

Ireland

Broadband

According to the Office of National Statistics broadband internet connections

accounted for 95lo of all internet connections in the UK and dial-up connections

accounted for S/o of all connections at December 2008

Fixed broadband in the UK is primarily offered via OSL or cable Cable coverage

in the UK is 5O% with VM the main cable operator BT provides OSI services

with the BT network covering 99.8/o of the population Other OSI providers are

able to make use of the BT network to provide their services either taking

regulated wholesale product from BT or installing their own equipment in BT

local exchanges and rent the last mile from BT at regulated prices process

known as Local Loop Unbundling LLU

Sky uses full and partial LLU Under full LLU both the telephony and broadband

services delivered over the copper line are unbundled under partial LLU only

the broadband service is unbundled Sky has fully unbundled 610 on-net

exchanges and expects to complete the upgrade of all its exchanges bythe end

of December 2009 Other sign ificant unbundlers are Carphone Warehouse

1705 exchanges unbundled at 31 March 2009 Tiscali UK 946 as at 30 June

2009 and Cable Wireless CW 802 exchanges on completion of roll out

CW offers wholesale LIU service to other operators and in May 2007 agreed

4-year deal to provide this service to VM for areas outside of their cable

network

According to Point Topic broadband analysis company there were 17.7

million residential and small and medium-sized enterprises SME broadband

connections in the UK as at 31 March 2009 of which 21/o were BT Retail OSL

36/o were other BT Wholesale provided OSI excl LLU 170/0 were via VM cable

and 26% were classified as other mainly LLU

On 28 July 2009 Ofcom reported that the estimated average broadband speed

in April 2009 was 4.lMbit/s Currently Sky Broadbands highest download speed

is up to 2OMbit/s Speeds available from providers are expected to increase

further particularly from LLU and cable operators VM launched its SOMbit/s



broadband product in January 2009 BT continues to roll out its 21st Century

Network and in June 2009 announced that it would offer 140Io of its UK

broadband customers 2OMbit/s service In July 2009 its also announced plans

to offer fibre-to-the-cabinet FTIC to 1.5 million homes by summer 2010

delivering
LiOMbit/s service This will expand to 10 million homes by 2012 In

July 2009 BT commenced trials of 4OMbit/s FTTC network in London and

Cardiff Separately BT is continuing its trial in Ebbsfleet in Kent of fibre-to-

the-premises FTTP technology offering speeds of up to lOOMbit/s further

two FTTP trials are planned for March 2010 for 40000 homes in areas yet to be

announced

Fixed telephony

The majority of fixed telephony services in the UK are provided by 8T Other

providers can offer telephony services via Carrier Pre Select CPS or using BT

Wholesales Wholesale Calls product whereby the customer pays them for calls

but continues to pay BT for line rental via Wholesale Line Rental WLR
whereby the customer pays them for line rental this can be combined with PS
or Wholesale Calls to cover calls and line rental and via Full LLU whereby the

customer pays them for calls and line rental There are three ways in which Sky

provides the Sky Talk calls service to its customers by means of fully

unbundled line via calls service using the Wholesales Calls product provided

to Sky by BT Wholesale or via calls service using CPS service provided to Sky

by Thus PLC now part of CW In the last two cases customers pay Sky for calls

and the service may be provided either with or without Sky line rental service

provided by means of BT Wholesales WLR product

The total number of BT Retail and Wholesale lines was 26.3 million at end of

March 2009 according to BT Of these 20.7 million were BT Retail lines and

5.6 million were WIR lines The number of CPS lines for the same period was

4.0 million i.e 15/o of lines VM reported 4.2 million telephony customers as

at 30 March 2009

Mobile telephony

There are five mobile network operators MNOs active in the UK Vodafone

Orange T-Mobile 02 and Hutchison 3G only As at 31 March 2009 02 had

the most subscribers in the UK 20.4 million followed by Vodafone

18.7 million T-Mobile 16.7 million Orange 15.9 million and Flutchison

5.4 million at the end of December 2008

There are several mobile virtual network operators MVNOs who take

capacity from MNO5 but do not own their own network VM is the
largest

of

these with 4.4 million subscribers as at 31 March 2009 VM uses T-Mobiles

network and its subscribers are included in the T-Mobile total above

Mobile TV services are available from several UK operators via third generation

cellular telephone networks 36 networks Sky Mobile TV packs which

include mix of content from Sky Sports Sky News and other third party pay

television channels are available on Vodafone Orange T-Mobile and UK and

compete with other mobile TV and video offerings on those networks

Mobile broadband

All five mobile network operators 02 Orange T-Mobile and Vodafone offer

mobile broadband products on pre-pay and on contract basis According to

GfK mobile broadband sales for the year ending March 2009 totalled

1.8 million

Competition from Triple Pay/Quad Play providers

As result of media and telecoms convergence described in the introduction

Sky now offers TV fixed telephony and broadband internet access to our

customers as part of package which is sometimes referred to as triple play

VM Tiscali and BT also offer
triple play service VM also offers quad play

which in addition to TV fixed telephony and broadband interflet access also

includes mobile telephony

In December 2006 BT launched BT Vision hybrid OTT/broadband television

service BT Vision provides users with access to Freeview services on OTT

through set-top box in addition to access to VOD content over BTs DSL

network BT has set medium term goal of 2-3 million subscribers for BT

Vision and had an installed base of 423000 at the end of March 2009

Tiscali now owned by Carphone Warehouse offers
triple play package

containing telephony internet access packages including both dial-up and

broadband package providing up to 8Mb/s broadband and selection of TV

channels via IPTV

Competition from Dual Play providers

In addition to triplelquad play providers some operators provide customers

with two services typically these are communications providers offering

broadband and telephony services

Carphone Warehouse acquired internet service provider AOL UK in October

2006 AOL UK is currently run as separate brand to CPWs own TalkTalk brand

CPW also acquired Tiscalis UK business in July 2009 taking CPWs broadband

subscriber base to 4.25 million

02 UK acquired by Telefbnica of Spain in 2006 moved into the broadband

sector by purchasing Be telecoms network provider and subsequently

launched 02 Broadband in October 2007 The service reported 404.484

customers at the end of March 2009

In January 2007 Vodafone UK launched the broadband service Vodafone At

Home for Vodafone mobile contract customers Vodafone at Home is delivered

using wholesale DSL service from BT rather than LLU The service is available

to 99/o of UK households via BT Wholesales broadband network The number

of customers to the service has not been published

Orange UK offers Broadband Unlimited service providing wireless

broadband access at up to 8Mb through the Livebox wireless router which

also serves as V0IP telephony port France Telecom parent company of Orange

UK also offers IPTV services in France Orange stated in April 2008 that it

planned to launch an IPTV service in the UK but later announced that roll out of

an IPTV service was not imminent

Competition from other broadcasters

Sky competes with other broadcasters for the
acquisition

of programming and

programming rights
for viewers for distribution and for

advertising
and

sponsorship revenue

In both the UK and Ireland the television channels and other audio-visual

service providers with the largest audience shares are traditionally analogue

terrestrial channels which are broadcast free-to-air In the UK these channels

are 881 882 P/i Channel Is and five while in Ireland these are RTE1 and

Network the Irish language channel TG4 and the commercial channel TV3 In

the UK as well as being available via analogue terrestrial television the five

traditionally analogue terrestrial channels are also available via DTH cable DTT

and DSL and in the case of DTH and DU on free-to-air basis

Within UK Multi-Channel Homes the Sky Channels for the purposes of this

paragraph including Sky Box Office and Sky Box Office Events but excluding

SkyPoker.com and Sky Vegas in aggregate attract viewing levels which are

comparable to some of the traditionally analogue terrestrial channels

The UK analogue terrestrial broadcasters also own and operate range of

digital-only channels that are available via 0TH cable OTT and DSL and in the

case of 0TH and OTT on free-to-air basis These channels are cross-promoted

by their analogue associated channels
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As Sky and other broadcasters all seek range of compelling programming to

attract viewers in both the UK and Ireland there have been and may in the

future be bidding competitions and/or regulatory intervention which could

increase our programming acquisition costs or which could mean that certain

programming in which Sky is interested may not be available to us

Competition from other sellers of advertising air time

Our primary competitors for television advertising
sales are TV which sells

advertising on lWl ITV2 ITV3 ITV4 and Cliv Channel which also sells

advertising for E4 More and Film Four and their multiplexes as well as the

channels owned by Emap Limited including The Flits and Kerrang five which

also sells advertising on flyer five USA and their multiplexes Interactive Digital

Sales lOS which sells advertising on behalf of the UKTV group of channels

and the VM TV channels living Bravo and Challengell and Viacom Brand

Solutions VBS which sells advertising on behalf of the Paramount MTV and

Nickelodeon channels

Based upon the latest BARB survey estimates ITV1 and Channel were

available to approximately 25.78 million and 25.70 million television homes

respectively in the UK both digital and analogue with approximately 95% of

the estimated 26 million television homes in the UK receiving an acceptable

terrestrial analogue signal for five In addition according to BARB survey

estimates as at June 2009 approximately 22.9 million UK homes have access to

satellite cable or digital terrestrial television Both ITV1 and Channel have

significantly greater overall UK television viewing share than any individual Sky

Channel Partly as result of the ability of ITVI and Channel to reach almost

all UK television homes these channels are able to generate greater advertising

revenue than we do We also compete with the Sky Distributed Channels and all

other commercial channels for telvision advertising sales

Technology and infrastructure

We control access to some DTH channels through the use of conditional access

system VideoGuard see Encryption of digital services below The satellite

reception equipment provided to 0TH customers is owned by them except for

certain aspects such as the smartcard credit card size plastic card containing

chip that provides conditional access functionality some of the software in all

set-top boxes and proportion of the hard drive capacity in some of the Sky
PVRs and SkyHD PVRs

The Group completed its acquisition of Amstrad plc Amstrad in fiscal 2008

The total consideration for the acquisition was 127 million Amstrad designs

develops and sells standard definition and high definition set-top boxes and PVR

set-top boxes and has been major supplier to the Group for number of

years

Our set-top boxes use an EPG which has been and continues to be developed for

us by NDS Limited NDS and an operating system which we license from

OpenTV Inc OpenTV The OpenTV operating system provides virtual

machine interface which enables applications to be authored once yet still be

capable of running on all our different types of 0TH set-top box once the

application is downloaded to the set-top box This simplifies the development of

applications for the set-top box and ensures universal
availability

of services to

all DTH set-top boxes The operating system in each set-top box is licensed upon

payment of per set-top box royalty by the set-top box manufacturer to

OpenTV

We are currently developing with NDS new operating system for set-top boxes

under the project named Darwin This new operating system once downloaded

will mean that we are no longer dependent on the OpenlY operating system
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and should allow us to develop new applications for the platform much more

quickly than at present and without dependency on single source suppliers We

currently expect Darwin to be deployed into our HD capable set-top
boxes in

calendar year 2010

Encryption of digital services

VideoGuard is conditional access technology which can be used to encrypt and

decrypt digital television and audio services We use it to control 0TH viewers

access to encrypted satellite non-subscription channels and encrypted digital

pay and pay-per-view television and audio channels broadcast on digital

satellite for reception in the UK and/or Ireland

We use the VideoGuard technology and distribute smartcards in the UK and

Ireland under an agreement with NDS which expires in 2010 but is renewable

at our option for further three years NDS supplies smartcards and undertakes

ongoing security development and other support services in return for the

payment of fees by us

In conjunction with NDS we maintain policy of refining and updating the

VideoGuard technology in order to restrict unauthorised DTH reception of our

services We take appropriate measures to counter unauthorised reception

including the implementation of over-the-air countermeasures altering

authorised smartcards in manner which then renders counterfeit smartcards

obsolete and seeking legal remedies both civil and criminal reasonably

available to us We also periodically replace smartcards in circulation with

smartcards containing progressively more sophisticated technology Such

replacement has rendered useless all smartcards then in circulation whether

genuine or counterfeit The first periodic replacement of
digital

smartcards since

our digital launch in October 1998 was successfully completed in November

2003

In April 2009 we commenced our second routine replacement of digital

smartcards This process is expected to be completed by the end of November

2009 at which
point we will switch off the system that supports the old

smartcards meaning that anyone who has not by then started using their new

smartcard will no longer be able to view our services In common with our

previous experience this process is
likely to result in some additional churn

during the period of switch off

The new smartcards being deployed include various additional counter-piracy

measures which will provide us with an improved capability to counteract

attempts to hack our system

We seek to work with cable operators in the UK to investigate the use of any

cable piracy devices We believe that we have suffered loss of wholesale cable

revenue as result of the availability of cable piracy devices in relation to both

analogue and digital cable television services We are unable to quantify this

loss including whether or not such loss is material We have not to date

invoiced any cable operator in respect of such lost cable revenue and therefore

such lost revenue has not been recognised within otir consolidated financial

statements

We distribute our channels to cable operators via satellite To enable reception

of the satellite signal smartcard is located at the site of the cable operators

feed into its cable transmission system permitting decryption of the signal

which the operator in turn distributes to those of its subscribers often re

encrypted who are authorised and equipped to receive the service

Encryption of channels retailed by third parties

Any potential DTH broadcaster wishing to operate and independently retail an

encrypted television service within the UK and Ireland must either acquire an

alternative encryption and conditional access technology from someone other



than us and build its own decoder base capable of receiving transmissions

encrypted using that technology or in respect of
digital services contract with

us for conditional access services in respect of access to the installed

VideoGuard decoder base

In addition to providing broadcast conditional access services both for our own

DTH offerings and those of third parties we provide digital access control

services for interactive services produced by us and others including using

telephone return path to carry out transactions between suppliers and viewers

These broadcast conditional access and access control services are regulated by

Ofcom See Government regulation Broadcasting and telecommunications

regulation European Union Electronic Communications Directives

Satellites

We contract with SES Astra for the majority of capacity on the satellite

transponders that we use for digital transmissions for reception by both 0TH

viewers and cable operators SES Astra is 100% owned by SES Luxembourg

company listed on the Luxembourg Stock Exchange and Euronext Paris We

consider that this arrangement with SES Astra which is discussed below in

further detail is essential to the business of the Group within the meaning of

section 4175c of the Companies Act 2006

For the transmission of our DTH service we have contracted for
capacity on 31

transponders from SES Astra on SES satellites Astra 2A 2B and 2D We have

also contracted via an agreement with Arqiva for capacity on four transponders

on the Eurobird satellite which is owned and operated by Eutelsat In June

2009 we signed new long term transponder lease arrangement with SES

Astra which covers the renewal of the leases on 24 of our transponders The

new transponder leases have expiry dates between 2019 and 2025 and thus

provide long term security for the platform As part of this new lease

arrangement we have also signed new inter-satellite back-up transponder

agreement which provides protection
for all of our transponders in the event of

transponder or satellite failures

In addition to using some of the transponder capacity that we have contracted to

broadcast Sky Channels some of our transponder capacity and in some cases

all of the capacity on particular transponder is sub-contracted to third parties

for the transmission of other channels or services including certain of the Sky

Distributed Channels

We have been designated non pre-emptible customer under each of our

transponder agreements This means that in the event of satellite or

transponder malfunction our use of these transponders cannot be suspended or

terminated by SES Astra or Eutelsat in favour of another broadcaster with pre

emption rights in preference to us In addition in the event of satellite or

transponder malfunction we have arrangements in place with SES Astra

pursuant to which back-up capacity may be available for some of our

transponder capacity based on an agreed satellite back-up plan

We have also put in place disaster recovery plans in the event that we

experience any significant disruption of our transponder capacity To date we

have not experienced any such significant disruption However the operation of

both the Astra and Eutelsat satellites is outside our control and disruption of

transmissions could have material adverse effect on our business depending

on the number of transponders affected and the duration of the disruption

Our transponder agreements with SES Astra provide that our rights are subject

to termination by SES Astra in the event that SES Astras franchise is withdrawn

by the Luxembourg government

Capital expenditure programme

We continue to invest consistently in capital expenditure required to support our

growth strategies Total capital expenditure for the Group was 411 million in

2009 This included 28e million invested in core services information systems

infrastructure broadcast infrastructure new product development and

investments
relating to customer service improvements In addition

127 million was invested in new property and property improvements

In November 2007 the Group began construction work on building to house

studios production and technical facilities as well as office space in Oseerley

Middlesex This will consolidate and replace number of existing properties

which are reaching the end of their operational lives Given the current

conditions in the credit markets and the relative strength of our cash flow the

project will be financed internally for the time being although the Groups

intention is to sell and leaseback the property and its freehold when market

conditions improve During the period to 30 June 2009 total expenditure on this

project was 92 million which is included within the total estimated

construction cost of around 156 million The Group currently expects separate

expenditure of around 77 million in respect of the technical fit out which will

allow the Group to benefit from efficiencies by moving to wholly digital

production environment The facility is due to enter service in 2011

As is common with
capital expenditure projects

of this scale there are risks that

they may not be implemented as envisaged or that they may not be completed

either within the proposed timescale or budget or that the anticipated business

benefits of the projects may not be fully achieved

The customer management centres and Sky In-Home Service Limited

Our customer management centres are based in Scotland and we also have

new customer management centre in Leeds The centres functions include the

handling of orders from customers the establishing and maintaining of

customer accounts invoicing
and revenue collection telemarketing and

customer service These functions permit the centres to play key role in both

customer acquisition and customer retention We provide customer

management services for the Sky Channels and the Sky Distributed Channels We

also deliver customer services for both our own and certain third party

interactive television services our telephony services and our video-streaming

services

The customer management centres also provide the distribution of ordered

customer installations into Sky In-Home Service Limited which then provides

nationwide installation and servicing of digital satellite reception equipment

directly in customer homes Sky In-Home Service Limited also provides an

aftercare service to the 0TH customer base in relation to digital satellite

reception equipment which is both in and out of warranty

During the course of the last nine fiscal years we have invested more than 300

million in our customer management centres and systems This expenditure has

been focused principally on completely replacing the centres existing customer

management and billing systems with new applications and also on improving

the existing physical infrastructure of the centres The replacement customer

management and billing systems are now functioning in line with expectations

Playout and uplink facilities

Our uplinking facilities located at Chilworth in southern England provide

uplinking capacity for our digital services to the Astra 2A 2B and 2D satellites

as well as Eutelsats Eurobird satellite

Our television channels are distributed from our Osterley and Chilworth sites

with each of the sites providing backup service for the other The Osterley

sourced channels are fed to the uplink sites using fibre link which is backed

up by diversely routed secondary link in the case of any malfunction in the
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primary fibre route This route passes through the other facility so that in the

case of Chilworth being unavailable the services can be uplinked directly from

the other facility

For those third parties to whom we sub-contract transponder capacity we

usually have agreements in place to provide uplinking facilities as well

Minority equity investments

liv

On 17 November 2006 the Group acquired 696 million shares in 1111 plc ITV
representing 17.9/o of the issued share capital of TV at price of 135 pence

per share The total consideration paid amounted to 946 million and was

funded by the Groups existing cash balances and its previously undrawn

revolving
credit

facility
This investment has been subject to an in-depth review

by the CC see Government Regulation Mergers below for further details of

the Cs findings

The Groups investment in liv is carried at fair value The fair value of TV is

determined with reference to its equity share price at the balance sheet date

An impairment was first recorded following review of the carrying value of the

investment in ITV at 31 December 2007 due to the significant and prolonged

decline in the equity share price In accordance with IFRS the Group has

continued to review that
carrying

value throughout fiscal 2008 and fiscal 2809

and has recognised an impairment loss of 191 million in the current year

2008 616 million The impairment loss for the year was determined with

reference to TVs closing equity share
price of 20.0 pence at 27 March 2009 the

last trading day of the Groups third fiscal quarter In line with IFRS all

subsequent increases in the fair value of the ITV investment above the impaired

value have been recorded in the available-for-sale reserve At 26 June 2009 the

last trading day of the Groups financial year ITVs closing equity share price

was 33.8 pence

NGC Network International LLC and NGC Network Latin America tIC

On 12 December 2007 the Group sold its 100/u stake in BSkyB Nature Limited

the investment holding company for the Groups 5OIo interest in the NGC-UK

Partnership As consideration for the disposal the Group received 21/u interests

in both NGC Network International LLC and NGC Network Latin America LLC in

effect 2l% of National Geographics Channels television operations outside

the US

The Companies Act 2006 requires us to disclose the following significant

agreements that take effect alter or terminate on change of control of the

Company

P1

In August 2006 British Sky Broadcasting Limited group subsidiary entered

into an agreement the 2006 PL Licence with The Football Association

Premier League Limited the PL pursuant to which the Group was awarded

four of six available packages of live audio-visual rights for Premier League

football the six packages are together the Live Packages

The P1 will not award all of the Live Packages to single licensee either on its

own or as part
of consortium or through one or more of its related parties

the Single Buyer Rule

Pursuant to the 2006 PL Licence the PL can suspend and/or terminate all of the

rights which are included in or exercisable as part of one of the six available

Live Packages in the event that change of control of the Company occurs at any
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time prior to the
expiry of the 2006 PL Licence which if it had occurred prior to

the award of the Live Packages to the Group would have resulted in breach of

the Single Buyer Rule

In February 2009 we successfully bid for five of the six available packages of live

audio-visual rights for Premier league football in the UK from the beginning of

the 2010/11 season to the end of the 2012/13 season We expect the licence in

respect of those packages to include change of control provision as set out

above in relation to the 2006 PL Licence

Revolving Credit
Facility

On November 2004 the Company British Sky Broadcasting Limited and Sky

Subscribers Services Limited entered into revolving credit facility agreement

with Barclays Capital Citigroup Global Markets Limited Deutsche Bank AG

London JP Morgan plc and the Royal Bank of Scotland plc as mandated lead

arrangers and certain other financial institutions as Lenders pursuant to

which the Lenders agreed to make available to the Company billion to

refinance
existing facilities and for general corporate purposes the RCF

On 19 June 2009 the Company entered into 750 million forward
starting

syndicated credit facility available for drawing from 30
July

2010 and
expiring

on 31 July 2012 the Forward Start RCF

Pursuant to both the RCF and the Forward Start RCF the Lenders can require all

amounts outstanding under the RCF and the Forward Start RCF respectively to

be repaid in the event of change of control of the Company other than in the

event that News Corporation or any subsidiary or holding company thereof

acquires such control

News Corporation voting agreement

On 21 September 2005 the Company BSkyB Holdco Inc News UK Nominees

Limited and News Corporation entered into voting agreement pursuant to

which News UK Nominees Limiteds voting rights at any general meeting are

capped at 3719/u the Voting Agreement The provisions of the Voting

Agreement cease to apply inter alia on change of control of the Company

EMTN bond issue

On April 2007 the Group established Euro medium term note programme

the EMTN Programme which provides the Group with standardised

documentation platform to allow for senior debt issuance in the Eurobond

markets The maximum potential issuance under the EMTN Programme is

billion

On 14 May 2007 the Company issued Eurobonds consisting of 300 million

guaranteed notes paying 6.000Io interest and maturing on 14 May 2027 the

Notes The Notes were issued under the Groups EMTN Programme

Pursuant to the final terms attaching to the Notes holder of the Notes has the

option to require the Company to redeem or at the Companys option purchase

its Notes at its principal amount plus interest for the relevant period if there is

change of control of the Company which if the Notes carry an investment

grade credit rating results in downgrade to non-investment grade rating or

withdrawal of that rating or ii where if the Notes carry non-investment

grade rating results in downgrade by one or more notches or withdrawal of

that non-investment grade rating or iii where if the Notes do not
carry

credit rating the Company does not seek such rating or is unable to achieve

such rating

February 2008 and November 2008 bond issues

In February 2008 the Group entered into an indenture in respect of US$750

million 6.lO/u senior unsecured notes due 2018



In November 2008 the Group entered into an indenture in respect of US$600

million 9.S/o senior unsecured notes due 2018

Pursuant to the final terms attaching to the securities holder of the securities

has the option to require the Company to redeem or purchase its securities at

price equal to lOl/o of their principal amount plus accrued and unpaid interest

up to the date of repurchase if there is change of control of the Company

which if the securities
carry an investment grade credit rating results in

downgrade to non-investment grade rating or withdrawal of that rating or

ii which if the securities carry non-investment grade rating results in

downgrade by one or more notches or withdrawal of that non-investment

grade rating or iii where if the securities do not
carry

credit rating the

Company does not seek such rating or is unable to achieve such rating

UK broadcasting licences

The Group is
party

to number of Ofcom broadcasting licences for the broadcast

of the Sky Channels

The Broadcasting Act 1990 as amended by the Broadcasting Act 1996 and the

Communications Act lays down number of restrictions on those parties

permitted to hold Ofcom broadcasting licences Among those restricted from

holding Ofcom broadcasting licences or from
controlling

licensed company are

local authorities Ib political bodies religious bodies any company

controlled by any of the previous categories or by their officers or associates

advertising agencies or any company controlled by such an agency or in

which it holds more than 5Io interest

Licensees are obliged to comply with these ownership restrictions Failure by

licensee to do so either by the licensee becoming disqualified person or

any change affecting the nature characteristics or control of the licensee which

would have precluded the original grant of the licence may constitute breach

of the licence and if not rectified could result in revocation of the licence

Material agreements

The following material agreements have been entered into outside the ordinary

course of business during the two years immediately preceding the date of this

filing

Bond issues

In February 2008 the Group entered into an indenture in respect of US$750

million 6.10/s senior unsecured notes due in 2018

In November 2008 the Group entered into an indenture in
respect

of U5$600

million 9.5/o senior unsecured noted due in 2018 see Significant

agreements above

Corporate responsibility

The Group has developed an approach to Corporate Responsibility called The

Bigger Picture which focuses on our responsibilities in the way we do business

day-to-day our environmental impact through our own operations and

inspiring actions in others our efforts to widen participation in sport and our

support for the arts through our sponsorships and community activities We

also encourage all our people and customers to join in with our Bigger Picture

activities

Until 16 June 2009 the Group had board and executive-level Bigger Picture

Steering Group BPSG comprising senior executives and two Non-Executive

Board Directors to manage this approach provide leadership and drive

corporate responsibility practices The BPSG met twice during the year and

provided regular updates to the Board

On 16 June 2009 the Board established The Bigger Picture Committee as

formal committee of the Board The Bigger Picture Committee will meet twice

year and its composition and terms of reference are detailed in the Corporate

Governance Report on page 52 We have an Environment Steering Group to

manage environmental issues chaired by Jeremy Darroch CEO and comprising

senior managers from across the business We also have separate Arts and

Cycling steering groups Other groups are in place to oversee health and safety

and human resources policy

The Group runs an annual risk workshop on corporate responsibility issues and

maintains corporate responsibility risk register The Group also undertakes

consultation with stakeholders that assists in corporate responsibility risk

identification We participate in the Media CSR Forum group of
responsibility

experts working in the media which helps us identify some specific sector-

related issues where we should take responsibility Our employees can

communicate their views on corporate responsibility via the Sky Forum of

elected Sky employees and through the annual People Survey

Our commitment to seeing the Bigger Picture means that we

Operate our business day-to-day in responsible manner and strive to do

the right thing for every part of the Sky community based on our

understanding of their needs and expectations

Work to foster culture of doing the right thing and taking responsibility

throughout our business so that our people will know how to act in way

that reflects these principles

Create an environment where consumers can trust our products and services

and where they have the ability to consume them with minimum risk

Play our part
in contributing positively in areas where we believe Sky has

unique opportunity to make difference Sport Arts and the Environment

and look for ways to enable our customers and people an opportunity to join

in with our activities in the UK Ireland

The Group produces an annual Bigger Picture review which provides full details

of corporate responsibility activities This information can be found on the web

at www.sky.com/corporate

The Group is member of the FTSE4Good Index the Dow Jones Sustainability

Index the Global 100 Most Sustainable Corporations list and has achieved

Silver standard in the Business in the Community Corporate Responsibility

Index The Group takes part in the Carbon Disclosure Project COP which

assesses companies for potential risks and opportunities relating to climate

change

Responsibility

One of our biggest responsibilities is to deliver
great

service and great products

to our customers to continue to provide our customers with the tools to use our

products and services responsibly and safely and to make these products and

services accessible and useable for everyone We also have to make sure that

the way we source and deliver our products and services and the way we

operate day-to-day is responsible and ethical

The Group has pioneered market-leading parental control technology for our TV

platform allowing parents to protect their children from material they consider

inappropriate Features include filters to prevent the viewing of selected

programmes the ability to restrict access to specific channels complete removal

of the adult channels from the listings screen monitoring of spend on Sky Box

Office and online and PtN controlled access to classified films broadcast during

the day

We provide all Sky broadband customers with free parental controls for life for

their internet connection through McAfee our internet safety and security

partner We are working with Childnet International charity focused on

keeping children safe online to ensure we are providing the best information
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for customers on how to use the internet safely The Group is an active member

of the UK Council for Child Internet Safety

The Group takes seriously the need to provide its services in way that

encourages responsible gambling All of the Sky Betting Gambling team

receive regular training to ensure that they are equipped with the right

knowledge and skills to meet our regulatory and social commitments We have

worked hard to ensure that Sky Bet Sky Vegas Sky Poker and Sky Bingo have all

been awarded seal of approval from GamCare an organisation that promotes

responsible gambling in recognition of the importance we place on delivering

the highest industry-recognised standards for customer protection

We have had dedicated accessible customer service team for disabled or

vulnerable customers since 2003 In 2008/9 we increased this team to over 100

people now taking over 5000 calls each week All of our accessible customer

service advisors receive both disability awareness and data protection training

In 2008 we exceeded all Ofcom requirements for
subtitling

audio
description

and
sign interpretation and in 2009 we continue to exceed those requirements

In March 2009 we decided to increase the amount of programming that was

supported with audio description to 20/o across all Sky channels except Sky

Sports and Sky News The Ofcom requirement is currently lO0/o In response

to new Otcom requirement for
sign presented programming we led the

establishment of the British Sign Language Broadcasting Trust BSLBT The

trust has been created by Ofcom as an acceptable alternative to delivering sign

presented programming on low audience channels This new requirement

currently affects 19 of Sky channels

In May 2009 our accessible remote control was awarded the Age OK

accreditation from Help the Aged and Age Concern The Sky remote was the first

product in the UK to gain this accreditation recognising products that have been

designed with the needs of older people in mind The accessible remote is

provided free of charge to any customer who would benefit from it

In 2008/09 the Group has set up Data Governance Committee DGC to

promote and ensure the protection of personal data The DGCs role is to ensure

that appropriate processes and controls are in place to ensure that Sky

processes personal data in accordance with Data Protection laws and that

individuals are able to exercise their rights under such laws The DGC is chaired

by Mike Darcey Chief Operating Officer and reports to the Executive and Audit

Committee The Groups framework Data Protection Policy
has been circulated

to all managers to cascade to their staff The framework policy is designed to

outline and promote consistent standards and
practices

in handling personal

data across Sky and sets out the responsibilities of Sky people in managing

personal data as well as setting out the escalation process should staff become

aware of any breaches of the policy Data protection compliance also extends to

all those third parties who process personal data on Skys behalf

The Group has developed Sky Responsible Sourcing Principles to ensure our

products are manufactured by our suppliers in safe ethical and

environmentally aware manner These
principles explain what we expect from

our suppliers and cover areas such as their environmental management and

labour practices In May 2009 the Group committed to sign up to the new

Prompt Payment Code devised by the government with The Institute of Credit

Management 1CM Signatories of the code commit to pay suppliers on time

give clear guidance to suppliers on payment procedures and terms and to

encourage adoption of the code throughout their supply chain

Environment

Sky aims to lead by example in
tackling

climate change As result we are

minimising our environmental impact through our operations and our supply

chain and inspiring action amongst our customers and people in tackling
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climate change Our environmental programme comprises five strands inspiring

action pioneering green technology in the home creating smaller operational

footprint influencing our supply chain and measuring our impact Our

environmental performance data is independently assured We update and audit

our carbon
footprint

each year using the results to map out which areas we

should focus on to achieve the
greatest

reduction in our own footprint Over the

past four years we have reduced our emissions by 16/o at time when we

have significantly grown our business

In 2007 we launched world first night-time auto standby feature for our set-

top boxes This has now been extended to also include daytime standby and

has been rolled out to all of our customer set top boxes This will save over

20 million on our customers energy bills and 90000 tonnes of CO2 more

than double Skys entire carbon footprint In January 2009 we unveiled new

investment of 233 million to develop Europes most sustainable broadcasting

facility set to enter service in 2011 Features will include natural ventilation

systems onsite renewable energy generation and rainwater harvesting to

irrigate green spaces anci to flush all toilets in the building We have rolled out

new initiative across our supply chain to work with our production suppliers to

build environmental excellence into everything we do The first in series of

initiatives saw us working with Shine Productions to cut emissions arising
from

the latest production of Gladiators by 35% On screen we air range of green

programming to cater to varied tastes of our customers

We are working with our charity partner Global Action Plan to facilitate action in

the community The partnership provides access to series of nationwide UK

and Republic of Ireland grass roots initiatives that aim to encourage action on

climate change through sustained behaviour change One of these is Appetite

for Action sustainable food initiative aimed at primary schools across the UK

and Ireland The initiative launched in September 2008 with dedicated website

for teachers and their pupils So far over 1LO0 schools have registered We

have also developed volunteering strand specifically for our supply chain

which we piloted in April matching up local teams with local schools to guide

them through the initiative We plan to roll this model out by region with the

intention of having national programme with 150 teams by the end of 2010

Internally we have an EcoTeams programme to help our employees reduce

their environmental impact at home and at work We are also working together

to ensure Global Action Plan is left in more sustainable position as charity at

the end of our partnership in 2010

For our staff we offer incentives from tax-free bike loans to cash-back on hybrid

cars They also receive an online carbon credit card which allows them to bank

credits for environmental activities like
cycling to work which can then be

redeemed for rewards

Further details are included within The Bigger Picture Review which can be

accessed via www.sky.com/corporate

Sport

Sport is an important part of what we do at Sky We want to encourage

participation in sport and help develop future talent The Group encourages

sports participation by customers and staff through three main partnerships

In 2008/09 the Group became the principal partner of British Cycling for the

next five years Over this time we will work together to ensure the sport

benefits at every level from grass roots through to the elite We have created our

own professional
British road cycling team Team Sky are managed by Great

Britain Olympic performance director Dave Brailsford CBE and are aiming to

have the first British winner on the Tour de France within five years Alongside

their professional activity we hope that Team Sky will inspire the nation to

cycle We have ambitious plans to work with British Cycling to get one million

additional people cycling regularly by 2013 Following on from the success of

Sky Sports London Freewheel in 2008 where 50000 cyclists
took to traffic free



streets in 2009 we intend to expand our cycling activities to four other cities

across the UK to encourage everyone of all levels of ability from local

communities to schools and clubs to get on their bikes through our Skyride

programme

Our Sky Sports Uving for Sport initiative has been run since 2003 and in 2008

was expanded to become freely accessible to all secondary and high schools in

the UK The initiative uses sport to motivate and inspire 11-16 year olds who are

finding life hard at school Over 17000 young people from more than 600

schools have benefitted to date team of past and present athletes have made

over 300 visits to schools around the UK in the last year as part
of the project

encouraging mentoring and inspiring the young people involved The initiative

has been very successful with evaluation revealing that 94Io of participating

pupils showed improvements in their social skills and 8501o of teachers feeling

the programme had benefited their young people

In October 2007 Sky Sports and the England Wales Cricket Board ECB
teamed up to launch the Sky Sports ECB Coach Education Programme The

scheme is designed to equip coaches with the necessary skills to deliver high

quality coaching programmes at all levels of the game In its first Iwo years over

13000 coaches have been trained double the
original target The sponsorship

was renewed at the end of 2008 for further two years enabling the ECB to

continue to invest in this crucial area of the game

Arts

In October 2008 Sky doubled its arts programming with the launch of second

Sky Arts channeL We now broadcast more cultural programming than any other

UK broadcaster with dedicated arts channels Sky Arts broadcasts the best

of contemporary art and Sky Arts focuses on the classics Both channels are

also available in high definition on Sky Arts HD and Sky Arts HD

At the same time as doubling our arts output we also announced new arts

sponsorship strategy which will build on the significant success of our

sponsorships of English National Opera English National Ballet and the Hay

Festival and enable us to support arts companies from across the UK through

regional media partnerships and also from this year champion public mass

participation in the arts

In 2008 Sky Arts entered its final year as season sponsor of English Ilational

Opera Since 2003 we will have invested more than million in the company

over six seasons As our fruitful partnership comes to close English National

Opera announced in 2009 that it is in the best place it has ever been and can

face the future with confidence

As the National Tour sponsor of English National Ballet our support enables the

company to tour towns and cities across the UK In summer 2008 we

introduced new initiative creating adult ballet classes around the English

National Ballet tour towns The classes are open to all young and old and are

intended to give everyone flavour of working and rehearsing with one of the

countrys great dance companies

In May 2009 we entered our third year of broadcast sponsorship of The Hay

Festival one of the worlds foremost gatherings of authors artists musicians

and cultural commentators over ten days We broadcast daily from Hay and

festival visitors attend the filming We also commissioned young artists to create

installations to which visitors can add their own artistic contribution More than

8000 visitors took part this year

The arts also form core part
of Skys sponsorship of the National Trusts

Discovery Programme series of projects and initiatives that promote lifelong

learning at properties across England and Wales The Schools Arts Partnership

programme offers opportunities for schools from different backgrounds to work

together on curriculum based activities that encourage the sharing of ideas and

skills in the arts Outdoor Theatre is series of performances at National Trust

properties and we also work with the National Trust to enable people to explore

their interest in other areas via series of Lecture Lunches which allow visitors

to find out more about the history art and wildlife of their local property

Media partnerships help us to provide an important platform for diverse range

of arts organisations across the UK whilst also enabling us to create exclusive

content for Sky Arts viewers This year we created media partnerships called

Sky Arts Ats with variety of regional and national arts organisations

including the Mostly Mozart Festival and the National Theatre specially

commissioned documentary going behind the scenes of all of these events is

produced by Sky Arts and shown on the channels over the course of the year In

addition to programming we also run competitions and offers both online and

in our magazines

Staff engagement in our arts partnerships is critical to the continued success of

our sponsorships We have created special programme of arts events

workshops and initiatives called Culture Connection which enables staff to take

part
and

join
in Working in conjunction with all of our partners as well as

young artists more than 1.800 Sky people have taken part in the programme

through number of activities including dance and singing lessons drawing

workshops or joining the recently formed Sky Choir

In 2009/10 we will continue to support UK arts by investing in initiatives and

partnerships that will make the arts accessible Through our new two-year

sponsorship of Artichoke launching in July 2009 with Antony Gorrnleys One

Other commission for the Fourth Plinth in Trafalgar Square we will work to

bring the arts to as wide an audience as possible and enable people to be

enriched by them in their daily lives

Joining In

Our employee engagement programme Joining In supports Sky people to get

involved with our community projects in number of ways including

Providing individual and team volunteering opportunities linked to community

partners in Arts Sport and Environment

Providing 16 hours of paid volunteering time per employee per year

Having generous matched funding policy in place for staff fundraising or

payroll giving to the charity of their choice

The breadth and sustainability of Joining In and our community investment

activities led to us being awarded Business in the Communitys Community Mark

Award in July 2009 We will hold this award for three years

We have made good progress against our volunteering and payroll giving

targets
for all staff on Skys payroll over the last year with volunteering going

from 1.28Io to 3.64Io in the period from November 2008 to May 2009 and

payroll giving rising from 2.67/o to 3.89% in the same period We are on

schedule to reach our volunteering target
of 7.6/o by the end of September

2009 and 10% by the end of the year

We are aiming to have engaged 25% of our total employee base in volunteering

by the end of the 2010 calendar year and 5Io of our staff in payroll giving in the

same time period

People

Organisation

Our aim is to make Sky great place to work an organisation where the best

people want to work stay and build career We believe in investing in our

people to help them perform at their best and reach their full potential
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continued

People
continued

Skys values are the foundation of our culture defining our products and

services and the way we relate to each other and our customers They are

Tuned-in Were in tune with our customers our people and society

Irrepressible Our energy and innovation is reflected in everything we do

Inviting We work together in an open way to engage customers and each

other

Fun We love what we do and we think that shows through

The average number of full-time equivalent persons employed by the Group

during the year was 14922 an increase of 777 from the previous year

Talent management
Our people are fundamental to Skys success We regard all our people as talent

and therefore have invested in making training and development accessible to

everyone at every level In September 2008 we launched the Sky Development

Studio This is available to all employees 24/7 providing access to courses

courses books and DVDs Since its launch it has achieved 67000 separate visits

and 11000 e-courses have been downloaded New management and leadership

programs have been introduced for every employee level

Future Talent

Attracting new talent and growing our own talent is important to us at Sky We

offer formal graduate programmes in Technology Finance Marketing Contact

Centres and Supply Chain We also have two school leaver programmes an

award winning Modern Apprenticeships Programme in our Contact Centre and

Supply Chain and Sky Fast-forward in Entertainment and Creative We offer

placement schemes for journalist students in Sky News and Sky Sports News

We have also significantly improved our employer branding with new online

recruitment website Since its launch in January 2009 it has received

approximately 85.000 visits

Employee Engagement Involvement

We encourage the involvement of all of our people in our current business

initiatives and future plans Specifically we have an elected body of c70

employees The Sky Forum which continues to play key role in

communication representing the views and ideas of our employees and

reviewing our health and safety status The CEO and other Senior Executives

attend every Forum meeting to discuss topics raised and
get

direct feedback on

business issues

Each year the Sky People Survey collects the views and opinions of all our

people This year approximately 13.000 took
part constituting 86/o of our

workforce our largest ever response This year there was measurable

improvement in the survey scores Specifically the response to Sky being great

place to work and how engaged people feel with the business continue to

improve

Feedback we receive from the Forum and Survey is acted upon and as an

example this year we launched new recognition schemes and long service

award programme

Recognition
At Sky we believe in better Better products better services better teamwork

better entertainment and better world Our annual Team Sky awards allow

our people to recognise and reward individuals and teams who
put

this belief

into everything they do This year we received more nominations than ever

before Approximately 400 people received significant prizes
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In addition to this programme each business area looks at how they can best

engage and recognise their people in way that supports their local business

plans and we operate number of local recognition plans to support this

Health and Safety

Health and Safety is priority in our business We continually strive to improve

every aspect of our employees safety In particular we have focused our

attention on our installation engineers We have two Health and Safety Training

Centres of Excellence and six regional training centres across the country to

ensure all our engineers have comprehensive Health and Safety training
before

visiting our customers homes We are now developing third centre of

excellence and launching three new additional Health and Safety training

centres

This year we implemented Project Driver to target occupational road risk

associated with the millions of miles engineers drive every year The output of

the project has resulted in decreasing trend in incident numbers and costs

despite the marked increase in the size of the van fleet in line with our growing

engineer population Accidents from January to June 2009 have decreased by

38% compared to the same period last year despite 3l% increase in the

number of vans

Well-being

The Sky health and wellbeing initiative Keeping Karma is an on-site activity

programme which promotes proactive approach to health The programme

gives our people the tools information and understanding to lead healthy

lifestyle

We also provide our people with confidential St7 Support Service Employees

and their families can access 24/7 employee advisory line as well as being

able to access an online support site The site provides useful health information

and also offers

direct access to counsellors

debt management advice

eldercare and childcare advice

health risk assessments with individualised reports on completion

Diversity

Our policies underpin our diversity objectives equal opportunity for all

irrespective of gender race disability religion age and sexual orientation This

year Senior Womens network has been established Sky has signed up to the

Cultural Diversity Network CDN pledge on diversity and has also chaired the

CON Committee from January 2007 to December 2008 inclusive new diversity

strategy has also been developed to be launched next year to further promote

our diversity objectives Sky remains member of the Broadcast and Creative

Industries Disability Network and Gold Forum member of the Employers

Forum on Disability

Reward and benefits

Sky offer range of benefits including the ESkyB Pension Plan life cover and

disability benefits the Sharesave scheme healthcare plan and free Sky for all

employees Selected employees receive awards under the tong Term Incentive

Plan share scheme and the Sharesave scheme is open to all permanent

employees

To celebrate our 20th anniversary an award of 100 shares was made to every

permanent employee Recipients can keep or sell their shares after years

provided that they are still in service This is the first time all employees

received such an award and will provide the opportunity for employees to

become shareholders of Sky



Our Sky Choices programme allows employees to make tax and National

Insurance savings in areas such as childcare payments and mobile phones It

also supports the environment by providing savings for
bicycle for travel to

work travel season ticket loans and the costs of personal carbon
offsetting The

Sky Benefits Extra programme offers negotiated discounts on variety of

products and services for our employees To enable our people to understand

and track the value of their whole package we launched online total reward

statements this year

Principal risks and uncertainties

This section describes the
principal risks and uncertainties that could have

material adverse effect on the Groups business financial condition prospects

liquidity or results of operations These should be read in conjunction with our

long-term operating targets which are set out in Financial review Financial

and operating review Trends and other information Additional risks and

uncertainties of which we are not aware or which we currently believe are

immaterial may also adversely affect our business financial condition

prospects liquidity or results of operations

The Groups business is heavily regulated and changes in regulations changes

in interpretation of
existing regulations or failure to obtain required regulatory

appro va/s or licences could adversely affect the Groups ability to operate or

compete effectively

The Group is subject to regulation primarily under UK and European Union

legislation and it is currently and may be in the future subject to proceedings

and/or investigation and enquiries from regulatory authorities The regimes

which affect the Groups business include broadcasting telecommunications

competition antitrust gambling and taxation laws and regulations Relevant

authorities may introduce additional or new regulations applicable to the

Groups business The Groups business and business prospects could be

adversely affected by the introduction of new laws policies or regulations or

changes in the interpretation or application of existing laws policies and

regulations Changes in regulations relating to one or more of licensing

requirements access requirements programming transmission and spectrum

specifications consumer protection taxation or other aspects of the Groups

business or that of any of the Groups competitors could have material

adverse effect on the Groups business and/or the results of its operations

The Group cannot be certain that it will succeed in obtaining all
requisite

approvals and licences in the future for its operations without the imposition of

restrictions which may have an adverse consequence to the Group or that

compliance issues will not be raised in respect of the Groups operations

including those conducted prior to the date of this filing

On 26 June 2009 Ofcom published its third pay TV consultation document in

relation to its ongoing investigation into the UK pay TV industry which was

opened in March 2007 In this consultation document Ofcom confirms its view on

which it consulted in its previous consultation document that the Group has

market power in narrow wholesale markets for premium sports and movie

channels and consults on its view that the Group has market power in narrow

retail markets for premium sports
and movie channels Ofcom also confirms its

view that the Group has and is acting on an incentive to limit distribution of

those channels to other retailers on platforms other than 0TH Ofcom confirms

that it continues to believe that its concerns could be addressed by requiring
the

Group to wholesale designated premium channels on regulated terms

wholesale must-offer obligation which it proposes to adopt under its sectoral

powers and in this third consultation Ofcom outlines and consults on the

specifics of such an obligation The wholesale must-offer obligation as proposed

would cover Sky Sports and Sky Sports and substantially all of Skys movie

channels including both HO and SD versions in each case and includes price and

non-price terms in particular Ofcom is consulting on range of regulated

wholesale prices for the relevant channels which would be calculated as

discount off retail prices The range of wholesale prices on which Ofcom is

consulting is below the current wholesale rate card terms see The business its

objectives and its strategy Cable distribution The wholesale must-offer

obligations
would be implemented by changes to the Groups TLCS licences see

Government Regulation Broadcasting Act licences below

In this consultation document Ofcom also states that it believes that there may
be case for targeted interventions in relation to Subscription Video on Demand

SVoD movie rights and in relation to the next Pt auction With regard to SV0D

movie rights Ofcom has stated that if it were to intervene it is
likely that it would

make market investigation reference to the CC Ofcom is not however

consulting formally on such reference at this stage as it first wishes to explore

with the relevant movie studios whether their existing commercial plans are

likely to result in the more effective exploitation of SVoD rights thereby avoiding

the need for regulatory intervention Ofcom also has concern in relation to

collective selling of PL rights The PLs commitments to the European Commission

regarding the PLs joint selling of exclusive broadcast
rights to football matches

see Government Regulation Investigation of Football Association Premier

League Agreements below will not apply to the P1s next rights auction which is

expected in 2012 for the seasons from and
including

the 2013/2014 season

Ofcom has stated its intention to review with the Pt how it intends to ensure that

this auction will comply with competition law and has stated that this might

involve exploring with the P1 whether it is willing to provide new commitments

Interested parties including the Group are invited to respond to the third

consultation document by 18 September 2009 Ofcom has stated that it will then

consider responses to its consultation before making decisions on whether to

intervene under its sectoral powers and whether to issue consultation on

reference to the CC in relation to SV0D rights

On 17 November 2006 the Group acquired 696 million shares in IN amounting

to l7.9% of its issued share capital The Group paid 135 pence per share

totalling 946 million The investment in IN has been subject to an in-depth

review by the CC In December 2007 the CC completed its review and delivered

the final
report of its findings to the Secretary of State SoS for Business

Enterprise and Regulatory Reform now the Department for Business Innovation

and Skills The CC concluded that the Groups acquisition of the TV shares may

be expected to result in substantial lessening of competition arising from the

loss of
rivalry in an all-TV market between TV and the Group The CC also

concluded that the acquisition would not materially affect the sufficiency of

plurality of persons with control of media enterprises serving relevant

audiences The CC recommended that the Group be required to divest
part

of its

stake such that it would hold less than 7.S/o of ITVs issued share capital Taking

into account the CCs findings the SoS announced on 29 January 2008 his

decision to make an adverse public interest finding The SoS also decided to

impose on the Group the following remedies to address the substantial

lessening of competition identified in the CCs report divestment of the

Groups shares in ITV down to level below 7.Slo within specified period

which has not been publicly disclosed and undertakings requiring the

Group not to dispose of its ITV shares to an associated person not to seek or

accept representation to the Board of ITV and not to reacquire shares in ITV

The Group sought judicial review of the decisions of the SoS and CC before the

Competition Appeal Tribunal CAT VM also sought judicial review of the

findings of the CC and SoS in relation to media plurality and the remedies

imposed The Group was granted permission to intervene in the review

proceedings of VM and VM was granted permission to intervene in the review

proceedings brought by the Group

On 29 September 2008 the CAT published single judgment with respect to

both the Groups and VMs appeals The CAT
rejected the Groups appeal and

upheld VMs challenge relating to media plurality In relation to remedies the
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CAT found that the CC and SoS were entitled to find that divestiture to below

J.5Io would most appropriately remedy the competition concerns The Group

applied to the CAT for permission to appeal the CATs judgment to the Court of

Appeal CoA That application was rejected The Group applied directly to the

CoA for permission to appeal the CAT judgment and permission was granted on

17 March 2009 VM also applied for permission to appeal the CAT judgment to

the C0A contingent on the success of the Groups request for permission VMs

request for permission to appeal was also granted by the C0A The Group and

the VM appeals will be heard together at hearing before the CoA scheduled

for October 2009

On January 2009 the UK Department for Business Enterprise and Regulatory

Reform BERR now the Department for Business Innovation and Skills

opened public consultation on draft undertakings implementing the

divestment remedy required by the SoS the form of which the Group had

previously agreed No further announcement has been made since the

consultation closed

The Group is not yet able to assess whether or the extent to which these

matters will have material effect on the Group

The Group operates in highly competitive environment that is sub/ed to rapid

change and it must continue to in vest and adapt to remain competitive

The Group faces competition from broad range of companies engaged in

communications and entertainment services including cable operators DSL

providers other DTFI providers digital and analogue terrestrial television

providers telecommunications providers internet service providers home

entertainment products companies betting and gaming companies companies

developing new technologies and other suppliers of news information sports

and entertainment as well as other providers
of interactive services The Groups

competitors increasingly include communication and entertainment providers that

are offering
services beyond those with which they have traditionally been

associated either through engaging in new areas or by reason of the convergence

of the means of delivery of communication and entertainment services The

Groups competitors include organisations which are publicly funded in whole or

in part and which fulfil public serjice broadcasting mandate change to such

mandate could lead to an increase in the strength of competition from these

organisations Although the Group has continued to develop its services through

technological innovation and by licensing acquiring and producing broad range

of content the Group cannot predict with certainty the changes that may occur in

the future which may affect the competitiveness of its businesses In particular

the means of delivering various of the Groups andlor competing services may be

subject to rapid technological change The Groups competitors positions may be

strengthened by an increase in the capacity of or developments in the means of

delivery which they use to provide their services

The Groups advertising revenue depends on certain external factors which

include the overall value of
advertising placed with broadcasters by third party

advertisers as well as the amount of such advertising that is placed with the

Group and the channels on whose behalf the Group sells advertising space The

Groups advertising revenue is also impacted by the audience viewing share of

the Sky Channels and the other channels on whose behalf the Group sells

advertising and accordingly such revenue is affected by the distribution of such

channels These factors will not always be favourable to the Group and

developments in those areas may therefore have negative impact on the

Groups advertising revenue Advertising revenue may also be dependent on

the viewing behaviour of the television audience For example viewers of

on-demand programming may choose not to view that programming on Sky
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Channels and other channels on whose behalf the Group sells advertising The

Group cannot be certain that its advertising revenue will not be impacted

negatively by this behaviour or that
advertising revenue for Sky Channels

currently offered on other platforms will not be impacted negatively in the

future by the offering of video-on-demand services by other operators

The Groups ability to compete successfully will depend on its
ability to continue

to acquire commission and produce programme content that is attractive to its

customers The programme content and third party programme services the

Group has licensed from others are subject to fixed term contracts which will

expire or may terminate early The Group cannot be certain that programme

content or third
party programme services whether on renewal or otherwise

will be available to it at all or on acceptable financial or other terms including in

relation to technical matters such as encryption territorial limitation and copy

protection Similarly the Group cannot be certain that such programme content

or programme services will be attractive to its customers even if so available

The future demand and speed of take up of the Groups DTFI service and the

Groups broadband and telephony services will depend upon the Groups ability

to offer such services to its customers at competitive prices pressures from

competing services which include both paid-for and free-to-air offerings and

its ability to create demand for its products and to attract and retain customers

through wide range of marketing activities The future demand and speed of

take up of the Groups services will also depend upon the Groups ability to

package its content attractively In addition the Group operates in geographic

region which has experienced sustained economic growth for number of

years The effect of the current slowdown in the rate of economic growth and

the recent decline in consumer confidence on the Groups ability to continue to

attract and retain customers is uncertain Therefore the Group cannot be

certain that the current or future marketing and other activities it undertakes

will succeed in generating sufficient demand to achieve its operating targets

The Groups business is reliant on technology which is sub/ed to the risk of

failure change and development

The Group is dependent upon satellites which are sublect to significant risks

that may prevent or impair their commercial operations including defects

destruction or damage and incorrect orbital placement If the Group or other

broadcasters who broadcast channels on the Groups DTH platform were

unable to obtain sufficient satellite transponder capacity in the future or the

Groups contracts with satellite providers were terminated this would have

material adverse effect on the Groups business and results of operations

Similarly loss of the transmissions from satellites that are already operational

or failure of the Groups transmission systems or up linking facilities could have

material adverse effect on its business and operations

The Group is dependent on complex technologies in other parts of its business

including its customer relationship management systems broadcast and

conditional access systems advertising sales email platform supply chain

management systems and its telecommunications network infrastructure

including wide area network LLU CISCO core network MarconilAlcatel

optical network and complex application servers

In terms of the delivery of the Groups broadcast services the Group is reliant

on third party telecommunications infrastructure to distribute the content

between its head offices at isleworth and its primary and secondary uplink sites

at Chilworth and Fair Oak

addition the Groups network and other operational systems are subject to

several risks that are outside the Groups control such as the risk of damage to

software and hardware resulting from fire and flood power loss natural disasters

and general transmission failures caused by number of additional factors



Any failure of the Groups technologies network or other operational systems or

hardware or software that results in significant interruptions to the Groups

operations could have material adverse effect on its business

There is large existing population of digital satellite
reception equipment used to

receive the Groups services including set-top boxes and ancillary equipment in

which the Group has made significant investment and which is owned by its

customers other than the smartcards the hard disk capacity in excess of personal

storage capacity and the software in the
set-top boxes to which the Group retains

title Were significant proportion of this equipment to suffer failure or were the

equipment to be rendered either redundant or obsolete by other technology or

other requirements or by the mandatory imposition of incompatible technology or

souId the Group need to or wish to upgrade significantly the existing population of

set-top boxes and/or ancillary equipment with replacement equipment this could

have material adverse effect on the Groups business

The deployed set-top boxes contain finite memory resources that are used by

the operating system and other software components such as the conditional

access system EPG and interactive applications The Group estimates that

around two million deployed set-top boxes have significant memory constraints

and as such it has been necessary to close the EPG launch queue To date the

Group has been able to
carry

out software downloads from time to time to

reconfigure the memory utilisation in set-top boxes and to accommodate

additional and
increasingly complex services In the event that the

implementation of such software downloads is no longer course of action

available to the Group it may be limited in its ability to upgrade the services

available via the
set-top boxes currently installed in customers premises

Failure of key suppliers could affect the Groups ability to operate its business

The Group relies on consistent and effective supply chain to meet its business

plan commitments and to continue to maintain its network and
protect

its

services failure to meet the Groups requirements or delays in the development

manufacture or delivery
of products from suppliers the discontinuance of

products or services or deterioration in support quality could adversely affect

the Groups ability to deliver its products and services No assurance can be given

that broad economic failure or decline in quality of equipment suppliers in the

industry in which the Group operates will not occur Any such occurrence could

have material adverse effect on the Groups business

Sky Talk relies on telecommunications services from network operator BT and

failure on the part of BT to meet the Groups requirements for whatever reason

may affect the Groups ability to deliver its telephony services to Sky Talk

customers

The Group uses series of products from Openreach BT group business

within its EIU operations These are the colocation space and associated

facilities to house the central office equipment co-mingling hackhaul circuits

to connect that equipment to the Groups network backhaul extension services

and finally individual copper lines that go between the central office equipment

and the end users house primarily shared metallic path facility lines The

Group purchases these products from Openreach under terms and conditions

outlined in legally binding undertakings given by BT and accepted by Ofcom in

lieu of market investigation reference to the CC following Ofcoms
Strategic

Review of Telecommunications the BT Undertakings These stipulate that the

Group buys these products on fully equivalent basis when compared to other

operators including other parts of BT who supply broadband telephony and

network products and services Ofcom has set up an Equality of Access Board

whose role is to monitor and ensure that all Equivalence of Input requirements

agreed in the BT Undertakings are being enacted Ofcom also monitors the

implementation of the BT Undertakings Outside of the Groups IIU areas the

Group uses BT Wholesales 11 stream bitstream product to provide broadband

connectivity to end users Failure by either Openreach or BT Wholesale in fact to

provide its products to the Group on fully equivalent basis could have

material adverse effect on the Groups business

The Group is reliant on encryption and other technologies to restrict

unauthorised access to its services

Direct DTI-I access to the Groups services is restricted through combination of

physical and logical access controls including smartcards which the Group

provides to its individual DTH customers Unauthorised viewing and use of

content may be accomplished by counterfeiting the smartcards or otherwise

overcoming their security features significant increase in the incidence of

signal piracy could require the replacement of smartcards sooner than

otherwise planned Although the Group works with its technology suppliers to

ensure that its encryption and other protection technology is as resilient to

hacking as possible there can be no assurance that it will not be compromised

in the future The Group also relies upon the encryption or equivalent

technologies employed by the cable and other platform operators for the

protection of access to the services which the Group makes available to them

Failure of encryption and other protection technology could impact the Groups

revenue from those operators and from its own customers

The Groups network and other operational systems rely on the operation and

efficiency of its computer systems Although the Groups systems are protected

by firewalls there is risk that its business could be disrupted by hackers or

viruses gaining access to its systems Any such disruption and any resulting

liability to the Groups customers could have material adverse effect on the

Groups business

The Group undertakes significant capital expenditure projects including

technology and property projects

The Group is currently involved in capital expenditure projects including

infrastructure projects As is common with such projects there is risk that the

Groups capital expenditure projects may not be completed as envisaged either

within the proposed timescales or budgets or that the anticipated business

benefits of the projects may not be fully achieved

The Groups investment in TV could be subject to future events outside of the

Groups control which could result in loss in value of the Groups investment

On 17 November 2006 the Group acquired 696 million shares in IN

representing l7.901o of the issued share capital of ITV at price of 135 pence

per share The Groups investment in ITV is carried at fair value The fair value of

ITV is determined with reference to its equity share price at the balance sheet

date An impairment was first recorded following review of the carrying value

cif the investment in TV at 3i December 2007 due to the significant and

prolonged decline in the equity share price In accordance with IFRS the Group

has continued to review that carrying value throughout fiscal 2008 and fiscal

2009 and has recognised an impairment loss of 191 million in the current year

2008 616 million The impairment loss for the year was determined with

reference to INs closing equity share
price

of 20.0 pence at 27 March 2009 the

last trading day of the Groups third fiscal quarter Following this impairment

the Group is required to recognise the effect of any further decline in the value

of the equity share price of ITV in the income statement In line with IFRS all

subsequent increases in the fair value of the TV investment above this impaired

value have been recorded in the available-for-sale reserve At 26 June 2009 the

last trading day of the Groups financial year ITVs closing equity share price

was 33.8 pence If the Group were to dispose of all or part
of its stake in IN at

price lower than the equity market price on the date of disposal and lower than

price consistent with the impairment through the income statement on the

date of disposal the Group would be required to recognise loss on disposal
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Principal risks and uncertainties

continued

The Group in common with other service providers that include third party

services which the Group retails relies on intellectual property and proprietary

rights including in respect of programming content which may not be

adequately protected under current laws or which maybe subject to

unauthorised use

The Groups services largely comprise content in which it owns or has licensed

the intellectual property rights delivered through variety of media including

broadcast programming interactive television services and the internet The

Group relies on trademark copyright and other intellectual property laws to

establish and
protect its rights over this content However the Group cannot be

certain that its
rights will not be challenged invalidated or circumvented or that

it will successfully renew its rights Third parties may be able to copy infringe

or otherwise profit from the Groups rights or content which it owns or licenses

without the Groups or the rights holders authorisation These unauthorised

activities may be more easily facilitated by the internet In addition the lack of

internet-specific legislation relating to trademark and copyright protection

creates an additional challenge for the Group in protecting its rights relating to

its online businesses and other digital technology rights

The Group generates wholesale revenue principally from one customer

The Group derives its wholesale revenue principally from one customer VM On

28 February 200 the Groups wholesale supply arrangement to supply VM with

the Sky Basic Channels expired though VM continued to
carry

versions of all the

Sky Premium Channels On November 2008 the Group announced that it had

entered into new agreement to supply VM with certain of the Sky Basic

Channels to take effect on 13 November 2008 and run until 12 June 2011

Economic or market factors regulatory intervention or change in strategy

relating to the distribution of the Groups channels may adversely influence the

Groups wholesale revenue and other revenue which the Group receives from

VM in connection with supply of the Sky Premium and Basic Channels which

may negatively affect the Groups business

The Group is subject to number of medium and long-term obligations

The Group is
party to number of medium and long-term agreements and other

arrangements including in respect of programming and transmission for

example its transponder agreements which impose financial and other

obligations upon the Group If the Group is unable to perform any of its

obligations under these agreements and/or arrangements it could have

material adverse effect on the Groups business

Government regulation
The sectors in which we operate are subject to both sectorspecific regulation

in
particular regulation relating to the electronic communications and

broadcasting sectors and general competition anti-trust law

The
regulatory regime applicable to the electronic communications and

broadcasting sectors is to large extent based on European Community EC
law comprised in various EC Directives Directive is an instrument of law which

is addressed to Member States of the European Union and requires them to adopt

national
legislation to give effect to its objectives whilst

leaving the precise manner

and form of the national legislation to the discretion of the Member State
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Electronic Communications Regulation

law

The Electronic Communications Directives

The regulation of electronic communications networks and services and

associated facilities is governed by series of EC Directives including the

Framework Directive the Access Directive the Authorisation Directive and the

Universal Services Directive together the Electronic Communications

Directives The Electronic Communications Directives which came into force in

July 2003 are designed to create harmonised system of
regulation across the

European Union EU
The Electronic Communications Directives regulate the provision of

communications services including telephony and broadband services they do

not regulate the editorial control or content of television broadcasting services

but do cover inter alia the networks and transmission services which are

involved in the broadcasting of such television services as well as the provisions

of various services and facilities associated with the operation of
digital

television platforms including our digital satellite platform

The Electronic Communications Directives replace an earlier set of instruments

which provided for regime for the
licensing of persons engaged in the

provision of relevant telecommunications activities Under the Electronic

Communications Directives Member States are required to abandon such

licensing regimes and to adopt system whereby any person is generally

authorised to provide electronic communications networks and/or services

without
prior approval

Such persons may provide electronic communications networks and services

without being subject to detailed regulatory rules Member States national

regulatory authorities NRAs may apply as conditions of the general

authorisation only minimal general conditions necessary to achieve certain key

objectives of the Electronic Communications Directives e.g the
availability of

adequate directory inquiries services the ability for consumers to maintain an

existing telephone number even if they switch from one provider to another

and fair treatment of consumers

Beyond such minimal general conditions NRAs may impose additional

obligations on persons providing specific kinds of electronic communications

networks services or facilities only where such obligations are specifically

envisaged by the Electronic Communications Directives and are justified and

appropriate to allow third
party access to particular network infrastructure

services or facilities or where the NRA has determined that-one or more

persons active in
particular market enjoy significant market power SMP

and that the imposition of additional
obligations on such persons is justified and

appropriate to avoid adverse outcomes

The Electronic Communications Directives envisage that such ex ante rules

i.e rules imposed in anticipation of an adverse outcome rather than by way of

ex post remedy should be limited to what is necessary and used only where

an NRA has determined them to be appropriate to restrain the conduct of

persons enjoying SMP which is equivalent to the competition law concept of

dominance or where the Directives otherwise
specifically mandate the

imposition of ex ante rules

Accordingly the Electronic Communications Directives require NRAs in each of

the EU Member States to
carry out periodic reviews of competition in relevant

electronic communications markets and where communications provider is

found to have significant market power in relevant market to impose

appropriate regulatory obligations The European Commission also plays

formal role in the market review process undertaken by NRA5



In November 2005 the European Commission commenced review of the

functioning of the Electronic Communications Directives The European

Commission published draft legislative proposals for modifying the
existing

framework in November 2007 with view to the implementation of revised

framework within the Member States in 2011 The Commissions proposals for

reform are still being discussed and their formal adoption will be subject to the

conciliation procedure in Autumn 2009 the conciliation procedure applies if the

Council does not approve all the amendments of the European Parliament

adopted at its second reading The main areas where the European Commission

has indicated that changes are needed to the
existing regulatory framework are

putting in place an effective market-oriented strategy for spectrum

management in Europes internal market

regulating less but more effectively by phasing out ex-ante regulation in

number of markets currently regulated

streamlining the market review procedure to make it faster less burdensome

and better focused on real bottlenecks

consolidating the
single market by ensuring that EU rules and remedies are

applied consistently across all EU Member States

preserving and enhancing consumer protection and user rights and

enhancing the
security and reliability of European communications networks

UK law

The Electronic Communications Directives have
primarily

been implemented in

the UK by the Communications Act 2003 Communications Act The

Communications Act is enforced by the UKs NRA Ofcom

General Conditions of Entitlement

As noted above the Electronic Communications Directives provide that anyone

wishing to provide an electronic communications network or service should be

generally authorised to do so without requiring any licence or other prior

approval This general authorisation is subject in the UK to the General

Conditions of Entitlement General Conditions The General Conditions were

adopted under Section 45 of the Communications Act and apply to anyone who

is providing an electronic communications network or service

The Group is subject to the General Conditions in relation to its broadband

internet access and public telephony services including

requirement to ensure that any end-user can access the emergency services

requirement to support number
portability

for customers wishing to switch

to or from another network provider

requirement that customers are offered contracts that satisfy certain

minimum standards

requirement to ensure that any end-user can access directory enquiry and

operator assistance services

requirement to facilitate the migration by customers between broadband

service providers

requirement to publish up-to-date price and tariff information

requirement to provide accurate billing including itemisation on request and

requirement to publish codes of practice concerning among other things

the services provided the handling of customer complaints and sales and

marketing

As network operator the Group is also subject to requirements to negotiate

network interconnection to comply with relevant compulsory standards and to

take all reasonable steps to maintain to the greatest possible extent the proper

and effective functioning of its public telephone network

The Group has published Code of Practice dealing with our Sky Talk products

services and customer care procedures Code of Practice concerning the sales

and marketing practices for the Sky Talk telephony service Code of Practice for

Premium Rate and Number Translation Services Code of Practice on dealing

with customer complaints and Code of Practice
relating to the provision of Sky

Broadband

Access-related conditions

Ofcom also has the power under Section 45 of the Communications Act to

impose so-called access-related conditions including conditions
relating to

conditional access services

Conditional Access Services Conditions

Access-related conditions have been imposed on our subsidiary Sky Subscribers

Services limited SSSL in relation to the provision of conditional access

services These conditions include

requirement to provide conditional access services upon request on fair

and reasonable terms

where broadcaster in receipt of conditional access services from SSSL also

provides programme services to providers of other electronic communications

networks e.g cable operators requirement to cooperate with providers of

such other electronic communications networks so that such providers are

able to transcontrol the process of changing conditional access system and

re-transmit the programme services

an obligation to keep separate financia accourts regarding activities as

provider of conditional access services

where conditional access products and systems are the subject of intellectual

property rights requirement to make such products and systems available

upon reasonable terms and at reasonable charges and

requirement not to discriminate unduly against particular persons or

against particular description of persons

Currently only SSSL is subject to access-related conditions imposed by Ofcom

relating to conditional access services However Ofcom has proposed applying

identical conditions to Top Up TV Limited in respect of conditional access

services provided via the DTT platform on which it commenced public

consultation in early 2007

Continued licence conditions relating to EPGs and access control services

Prior to the entry into force of the new regulatory regime instituted by the

Electronic Communications Directives and implemented in the UK by the

Communications Act the Group operated under number of class licences

issued under the Telecommunications Act 1984 These class licences have

largely been revoked However certain provisions in these class licences have

continued in force as Continuation Notices issued under Paragraph 18 of

Schedule of the Communications Act including in particular conditions

relating to the provision of electronic programme guides EPGs and access

control services for
digital transmissions

We are required under continuation notice to provide EPG services to other

broadcasters on fair reasonable and non-discriminatory terms and not to favour

related companies Ofcom has consulted on replacing this continuation notice

with authorisation conditions under the Communications Act the deadline for

comments on the consultation document having been in March 2004 Ofcom has

yet to replace this continuation notice following this consultation and therefore

the continuation notice still applies

5551 is currently designated regulated supplier in respect of its activities in

providing access control services to third parties on our DTH platform and it is

among other things subject to the obligation to provide such access control

services on fair reasonable and non-discriminatory terms and not to favour

related companies This designation set out in continuation notice will

remain in place for as long as SSSI is considered to have SMP In November

2003 Oftel commenced review under the Communications Act to determine
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whether any provider of access control services has or in the case of SSSL

continues to have SMP The deadline for comments on the consultation

document was in January 2004 Ofcom has yet to publish its conclusions to this

consultation in the meantime 5551 continues to be subject to the regulatory

regime under this continuation notice

Ofcoms Guidelines and Explanatory Statement for the Provision of Technical

Platform Services

Effective from January 2007 Ofcom adopted revised guidelines on how in the

event of dispute or complaint it would normally interpret the requirement on

Sky to ensure that its terms conditions and charges for the provision of

technical platform services are fair reasonable and non-discriminatory TPS
Guidelines The term technical platform services is used to refer collectively

to conditional access electronic programme guide listings services and access

control services

The TPS Guidelines set out general principles that Ofcom indicates it would

apply in assessing whether the Group has complied with the relevant regulatory

conditions requiring it to provide technical platform services on fair reasonable

and non-discriminatory terms These general principles can be summarised as

follows

the costs that Sky should be entitled to recover from TPS Customers should

be restncted to costs which it reasonably necessarily
and

efficiently incurs in

the provision of TPS to those customers or in order to develop and operate

the digital satellite platform

Sky should be entitled to recover its allowable costs and make risk adjusted

return on its investment

costs should only be recovered from those customers that directly cause the

costs to be incurred or that benefit from the costs being incurred and

where costs incurred are of benefit to more than one TPS Customer then they

should be recovered from each TPS Customer in way that takes due account

of the benefits derived by TPS Customers from those costs being incurred

The IPS Guidelines also contain guidance on how the incremental benefits

that TPS Customer receives from the provision of its chosen mix of technical

platform services can be measured Ofrom notes however that the Group may
choose to adopt different methods for assessing such incremental benefits and

charaterisation of the costs of various technical platform services which Ofcom

acknowledges it may also consider to be consistent with the relevant regulatory

conditions

The TPS Guidelines also state that an existing or prospective TPS Customer

should be provided with sufficient information to allow it to determine the TPS

charges that it would expect to pay without having to enter into commercial

negotiation with Sky Since December 2006 the Group has therefore published

rate card setting out the charges payable for technical platform services

Ofcom Review of Wholesale Digital Television Broadcasting Platforms

In October 2006 Ofcom published document setting out the scope and

timetable for review of wholesale digital television broadcasting platforms

Ofcom indicated that it intends to undertake an analysis of relevant markets and

to assess market power in such markets to be used to inform
regulation of

conditional access access control and EPG services and to review the

competition conditions in the DTT multiplex licences In its consultation

document in relation to its pay TV market investigation see below Ofcom stated

that the more strategic issues which might be considered in this platform review

overlap with issues raised in the market
investigation and that the latter may be

better vehicle for consideration of such issues Ofcom also stated that it has
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therefore given priority to the market investigation and expects to restart the

platform review once there is greater clarity as to the likely range of outcomes of

the market investigation At this stage the Group is unable to determine whether

Ofcoms platform review will have material effect on the Group

SMP Conditions

In common with all other operators of fixed public electronic communications

networks in the UK Easynet has been determined to have SMP in the market for

fixed geographic call termination services on its own network i.e services

allowing calls originating on another network to be terminated on Easynets

fixed network specific condition has been imposed on Easynet pursuant to

Section 45 of the Communications Act requiring it to provide call termination to

all public communications providers who reasonably request it on fair and

reasonable terms conditions and charges

The Group benefits Irom SMP conditions imposed on BT in other relevant

markets These include conditions requiring BT to provide ILU services and

wholesale broadband access services which the Group uses to provide

broadband services to its customers as well as wholesale line rental which the

Group uses to provide line rental services to its customers The conditions

imposed on BT in these markets include requirement to provide network

access on reasonable request requirement not to discriminate unduly and

requirement to publish information about its prices terms and conditions

In May 2008 Ofcom published the final statement in its review of the wholesale

broadband access markets In this statement Ofcom announced the removal of

regulation of wholesale broadband access in certain areas of the UK areas which

Ofcom believes are now served by effective competition As result wholesale

regulation has been lifted in those parts of the country in which four or more

wholesale broadband providers operate and where no single company has SMP

In March 2009 Ofcom published consultation document opening its review of

fixed narrowband retail services In the consultation document Ofcom proposes

that UK retail markets with the exception of Hull are now largely competitive and

that BT no longer has SMP in retail fixed narrowband telephone lines for business

and residential consumers and retail fixed narrowband calls for business and

residential consumers Ofcom proposes that as result existing SMP regulation

which requires BT not to discriminate unduly and to publish information about its

relevant retail prices terms and conditions should be lifted which would allow it

considers BT to bundle fixed narrowband products with broadband and television

services The Group has submitted response to the consultation

The Group also benefits from SMP conditions imposed on National Grid Wireless

formerly Crown Castle and Arqiva formerly ntlBroadcast in relation to the

provision of wholesale broadcasting transmission services which the Group via

the provision by NGW of managed transmission service uses to broadcast its

services on the Dir platform The conditions imposed include requirement to

provide Network Access to masts and sites on reasonable request

requirement not to unduly discriminate and requirement to provide Network

Access on cost oriented terms In 2007 NGW was acquired by Macquarie UK

Broadcast Ventures Limited which also owns Arqiva

Enforcement of General Conditions SMP Conditions Access-related

Conditions and Continued Licence Conditions

Any breach of the General Conditions SMP Conditions or Access-related

conditions could result in Otcom issuing direction against us to rectify the breach

and failure to comply with such direction could result in the imposition of fine

or ultimately the suspension of the Groups right to provide the relevant network

services or facilities Decisions by Ofcom to impose new obligations on the Group

or any remedial direction or fine would usually he amenable to appeal to the

Competition Appeal Tribunal or if no appeal is available may be capable of

challenge by way of judicial review before the courts



The continued licence conditions relating to EPG services and access control

services are enforceable by Ofcom using enforcement powers under the

Telecommunications Act 1984

Dispute resolution

In addition to providing for the imposition by Ofcom of specific regulatory

obligations the Communications Act also imposes duty on Ofcom to resolve

certain disputes relating to the provision of Network Access as defined by

Section 1513 of the Communications Act In resolving such disputes Ofcom

has the power to do one or more of the following

to make declaration
setting

out the
rights

and
obligations

of the parties to

the dispute

to give direction fixing the terms and conditions of transactions between the

parties to the dispute

to give direction imposing an obligation enforceable by the parties to the

dispute to enter into transaction between themselves on the terms and

conditions fixed by Oicom and

to give direction enforceable by the party to whom the sums are to be paid

requiring the payment of sums by way of adjustment of an underpayment or

overpayment

Transmission standards

The use of standards for the transmission of television signals is governed by

the Electronic Communications Directives notably the Access and Universal

Services Directives which require EU Member States to impose transmission

standards on broadcasters of television services These requirements on

technical standards have been implemented in the UK by The Advanced

Television Services Regulations 2003 and are administered by Ofcom

Irish law

The Group is
currently not regulated by the Irish national communications

regulatory authority the Commission for Communications Regulation In June

2003 the Commission for Communications Regulation clarified that it would

not for the time being seek to regulate the provision of access to broadcasting

networks or the delivery of content services to end users in Ireland under the

Electronic Communications Directives

Broadcasting Regulation

EC law

The Audiovisual Media Services Directive amending the Television

Without Frontiers Directive

The EC Television Without Frontiers Directive 1989 TWF Directive as revised

in 1997 sets out certain basic principles for the regulation of television

broadcasting activity in the EU The UK has adopted variety of measures to give

effect to the requirements of the TWF Directive including conditions in

broadcasting licences Further details on the broadcasting licensing regime in

the UK are set out below

On 24 May 2007 political agreement was reached on new Audiovisual Media

Services Directive which amends and updates the TWF Directive together

referred to as the AVMS Directive The Audiovisual Media Services Directive

entered into force in December 2007 The EU Member States have been given

24 months in which to transpose the new provisions into national law

In relation to linear services the AVMS Directive includes amongst other things

country of origin principle to ensure that broadcasters are not required to

comply with different rules in different EU Member States Instead each

broadcaster is subject to the primary jurisdiction only of its home Member

State determined in accordance with criteria laid down in the TWF

rules governing the proportion of transmission time that must be reserved for

European works and for European works created by producers who are

independent of broadcasters

qualitative rules governing the substance of advertising and the standards

that must be complied with and quantitative rules regulating the insertion of

advertising between or during programmes andlor specifying the maximum

duration of advertising

rules to ensure that broadcasters do not broadcast on an exclusive basis

events which are seen as being of major importance for society including

sporting events in such way as to deprive substantial proportion of the

public of the possibility of following such events via live coverage or deferred

coverage on free television and

rules to ensure the protection of minors and the prevention of incitement to

hatred on grounds of race sex religion or nationality

The AVMS Directive extended the scope of European regulation in this area to all

audiovisual media services irrespective of the technology used and includes

both linear and on-demand services However on-demand content is only

subject to basic tier of regulation which includes safeguarding essential public

interests such as protecting minors encouraging cultural diversity preventing

incitement to hatred and basic consumer protection rules Following public

consultation on 11 March 2009 the UK Government announced its proposals

for implementing the AVMS Directive before 19 December 2009 The proposals

included giving Ofcom the powers to regulate
UK on-demand services through

co-regulatory body established with industry Providers of relevant services will

have to notify the co-regulator that they are providing relevant service Ofcom

is also expected to delegate responsibility for the regulation of advertising on

on-demand services to the Advertising Standards Authority ASA

The AVMS Directive relaxes rules on the amount and timing of television

advertising for linear services The Directive also allows individual member

states to derogate from the prohibition on product placement in certain genres

including films and television series sports programmes and light

entertainment programmes This derogation does not apply to news current

affairs and childrens programmes Following public consultation the UK

government intends to maintain the prohibition on product placement in linear

services but will allow it for on-demand content

Broadcasting Act licences

In the UK the provisions of the TWF Directive are implemented to large

extent via the Broadcasting Acts 1990 and 1996 together the Broadcasting

Acts The Broadcasting Acts also contain additional provisions of national law

beyond the matters required to be covered by the TWF Directive

The Group is required to hold licences issued under the Broadcasting Acts in

relation to its provision of broadcasting services Compliance with the conditions

attaching to these licences is enforced by Ofcom

We and our broadcasting joint ventures each currently hold Television

Licensable Content Services TLCS licence for each of our respective channels

and for number of other broadcasting services including our EPG on digital

satellite TICS licence permits channel to be broadcast on cable DSL and

satellite but does not confer on TICS licensee the right to use any specific

satellite transponder or frequency to deliver the service TLCS licences are granted

for an indefinite duration for so long as the licence remains in force and new

licences are issued by Ofcom if certain minimum objective criteria are met

Ofcom is currently consulting on proposal to insert conditions into the TICS

licences for Sky Sports Sky Sports and substantially all of Skys movie channels

both HD and SD versions in each case which would require the Group to

wholesale those channels on regulated terms see Principal risks and

uncertainties above
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We also hold Digital Television Programme Services DTPS licence which is

required for the distribution of our channels via DTT and
Digital

Television

Additional Services DTAS licence for the distribution of other services

including Sky Text on DTT In February 2007 the Group announced that it is

developing plans for the launch of subscription television service on DII This

service is to be retailed under the Picnic brand An
application to amend the

Groups Digital Television Programme Services licence was submitted to Ofcom

in April 2007 On 26 June 2009 Ofcom stated in its third pay TV consultation

document that it will complete this latest consultation before considering again

the Groups pay DII proposal see DII Distribution above

In common with all television broadcasting licences issued by Ofcom our

licences require us to comply with any relevant codes and directions issued by

Ofcom from time to time Ofcom or its predecessors has published codes and

guidance including the following codes

Broadcasting code this includes requirements relating to among other

things the impartiality and accuracy of news programming the protection

from harm and offence and the
portrayal

of sex and violence

Code on the Scheduling of Television Advertising this Code sets out the rules

with which television broadcasters licensed by Ofcom must comply when

carrying advertising

Cross Promotions Code this is designed to ensure that cross-promotions on

television are distinct from advertising and are limited to informing viewers of

services likely to be of interest to them as viewers The Code allows

broadcasters to promote broadcasting-related services in promotional

airtime subject to the requirement that the promotion is provided for no

consideration No consideration will be presumed to have passed where the

promoting channel has shareholding of 300/o or more in the promoted

channel or vice versa The Code also contains additional rules applicable

only to ITVI Channel and five requiring all references to digital retail

television services or digital television broadcasting platforms to be on an

equal and impartial basis

code on Sports and other Listed Events the Broadcasting Act 1996 as

amended by the Communications Act provides that no UK broadcaster may
undertake the exclusive live broadcast of certain sporting or other events of

national interest designated by the Secretary of State from time to time

Listed Events whether on free-to-air basis or subscription basis without

the prior consent of Ofcom The effect of these rules is that many leading

sports events cannot be shown exclusively live on pay television in the UK The

Code on Sports and other Listed Events was drafted by the Independent

Television Commission ITC Ofcoms predecessor and sets out how the ITC

and now Ofcom will apply the rules on Listed Events In April 2009 an

independent advisory panel appointed by the Secretary of State for Culture

Media and Sport opened review of the listed events regime The pane is

expected to report to the Secretary of State in the second half of 2009

Code an Television Access Services the Communications Act prescribes

certain annual targets for television access services subtitling audio

description and signing that broadcasters licensed channels must meet The

Code on Television Access Services sets out Ofcoms guidance on ensuring

compliance with these requirements The Code requires broadcasters to

provide quarterly returns on their compliance In 2008 all of Skys channels

exceeded their relevant target In December 2007 following consultation

reviewing the provision of signing services by low-audience channels

Ofcom published new arrangements for signing on low audience channels

With effect from January 2009 all channels with an audience share of

between 0.05% and l% other than public service channels are excluded from

obligations to meet the signing targets set out in the Code on Television

Access Services Excluded channels are instead required to either transmit
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minimum of 30 minutes of sign presented programming each month between

7am and 11pm or with the consent of Ofcom to implement alternative

arrangements which would be likely to provide better assistance for deaf

people using sign language As such an alternative arrangement the Group

participates in the BSLBT which produces sign presented programmes

currently broadcast on the Community Channel The Groups participation in

the BSLBT removes the obligation to broadcast sign presented programming

on the Groups own channels with the exception of Sky Sports which

continues to be subject to the signing targets set out in the Code on Television

Access Services and

Code on Electronic Programme Guides this requires all providers of EPGs

licensed under the Broadcasting Acts to give public service channels which

currently comprise all BBC television channels 1W Channel five and S4C

Digital and the
digital public teletext service such degree of prominence as

Ofcom considers appropriate The Code also requires that undue prominence

is not given on an EPG to channels connected to the EPG operator that an

objective policy for allocating listings on the EPG is maintained and published

and that there is no requirement for exclusivity on an EPG for any service

As noted above the TWF Directive includes rules governing amongst other

things the proportion of transmission time that must be reserved for European

works and for European works created by producers who are independent of

broadcasters Specifically the TWF Directive requires each EU Member State to

ensure where
practicable and by appropriate means that broadcasters falling

under its jurisdiction reserve majority of their transmission time for

European works and at least 1O/o of their transmission time or at the

discretion of the Member State at least lO% of their programming budget for

European works created by producers who are independent of broadcasters in

relation to an adequate proportion of such works should be produced within

the five years preceding the transmission The term where practicable and by

appropriate means is not defined in the TWF Directive and is left for the

interpretation of each Member State In applying these requirements broadcast

time covering news games advertisements sports events teletext and

teleshopping services is excluded

condition requiring licensees to comply with these requirements where

practicable and having regard to any guidance issued by Ofcom is contained in

all Broadcasting Act licences On 10 February 2005 Ofcom published guidance

in relation to compliance with the requirements in the TWF Directive Ofcoms

guidance requires television broadcasters who consider that it would not be

practicable to meet one or more of the quota requirements to explain why to

Ofcom which will advise whether any remedial measures are necessary

number of our channels currently meet the relevant quota requirements for

both European works and European independent productions Some of our

channels only meet one of the relevant quotas and some do not meet either

quota For those channels that do not currently reserve the relevant proportion

of relevant transmission time to European works or to European independent

productions it may not be practicable to do so in which case those channels

would still comply with the condition in their Broadcasting Act licences Ofcom

has not advised that any remedial measures are necessary in respect of those

channels nor has it advised that it does not accept that it is not practicable for

any of these channels to meet the relevant quota requirements

Enforcement of Broadcasting Act licences

If licensee is found to be in breach of condition of its Broadcasting Act

licence Ofcom may issue direction requiring compliance with the relevant

licence condition and may impose fine Ofcom also has the ultimate power to

revoke broadcasters Broadcasting Act licence where it is found to be in

breach of its licence if no other remedies are considered appropriate Any

decision by Ofcom finding licensee to be in breach of condition of



Broadcasting Act licence induding decision to impose fine or revoke the

licence could be challenged by way of judicial review before the courts

Media ownership rules

There are various rules in the Broadcasting Act 1990 as amended and the

Communications Act governing media ownership These rules currently preclude us

for as long as the Group is ultimately owned as to over 200/0 by News Corporation

or another member of the same group from acquiring more than 2O/o interest in

any Channel licence lwhich covers the 15 regional ITV1 licences and GMTV

In addition to the media ownership rules governing who can hold Broadcasting

Act licence Ofcom is also required under the Communications Act to
carry

out

review whenever change of control takes place in relation to the holder of certain

Broadcasting Act ticences including the Channel ticences and the licence for five

Ofcom will review the likely effects of such change of control on the licensed

services for example in relation to the time available for and scheduling of
original

productions and news and current affairs programmes Ofcom has the power to

vary the licence holders licence to address any concerns that it may have following

such review In November 2006 Ofcom announced that it would consider

whether Skys acquisition of l7.901o stake in liv represented change in control of

one or more of the licences in ITV Ofcom has
yet to reach decision on this review

In April 2006 Ofcom published guidance on the definition of control of media

companies This guidance sets out the matters which Ofcom will take into

consideration when assessing control in this context and the procedure it

will follow when investigating whether control exists

Public Service Broadcasting

On 21 January 2009 Ofcom published its Final Statement of its Second review of

public service television broadcasting The outcome of Ofcoms review was the

recommendation of the following priorities to maintain the BBCs role and

funding for its programmes and services at the heart of the overall system to

support investment in and wide availability of high quality original programming

and UK and international news by positioning the Channel and Channel

services as commercial networks with limited public service commitment with

modest .icence benefits balanced by appropriate obligations on sustainable

basis to plan now to ensure the supply of choice of high quality news

alongside the BBC in the devolved nations and English regions and to ensure

there is financially robust alternative provider of public service content

alongside the BBC with Channel at its heart preferably based on

partnerships joint ventures or mergers with the scale necessary to sustain

effective delivery of public purposes across digital media

Digital Britain Report

On 16 June 2009 the UK Government published the final Digital Britain report

intended to secure the UKs position as one of the worlds leading digital

knowledge economies The key proposals include the following universal access

to 2Mb broadband by 2012 the creation of fund for investment in the next

generation of superfast broadband to ensure it is available to the whole of the

UK raised by 50 pence per month levy on all fixed copper telephone lines

upgrading all national radio stations to DAB by 2015 accelerating current and

next generation mobile coverage and services proposals for new powers for

Ofcom to
carry

out full assessment of the UKs communications infrastructure

every two years and to have new duty to promote investment in

communications infrastructure revised digital remit for Channel robust

legal and regulatory framework to combat Digital Piracy Digital Test Beds to

promote innovation experimentation and learning around creation and

monetization of digital content consultation on contained contestability in

respect of the TV Licence Fee to secure news in the nations regions and
locally

end possibly childrens television programmes guidance and clarification on the

media merger regime and an enhanced evidence role for the regulator in local

mergers

Government has launched number of consultations in relation to these

proposals and will consult further in due course and on 30 June 2009 published

proposals for Digital Economy Bill as part
of its legislative programme for

2009/10 The Bill is intended to deliver the objectives set out in the Digital

Britain report

Co-regulation/self-regulation

Ofcom has contracted out responsibility for the regulation of the content of

television advertising to the ASA co-regulatory body The Television

Advertising Standards Code which sets out the rules governing the content of

television advertising applies to all Broadcasting Act licensees and is enforced

by the ASA Ofcom retains backstop power to enforce compliance with the

standards in the Code Similar arrangements exist in relation to training

regulatory obligations where the Broadcast Training and Skills Regulator acts as

the co-regulatory body

The Sky Talk and Sky Broadband services are also registered with the

telecommunications ombudsman service Otelo with the consequence that Skys

customers may complain to Otelo about the services they are receiving and

Otelo will investigate and decide what action should be taken As member of

the Ombudsman scheme Sky has agreed to honour Otelos decisions

The Group is member of the Internet Watch Foundation which provides UK

hotline for users to report potentially illegal content specifically child abuse

images hosted anywhere in the world or content hosted in the UK which is

either criminally obscene or could incite racial hatred

Irish law

Even though our channels are available in the Republic of Ireland we do not

hold any Irish broadcasting licences as result of the operation of the country

of origin principle contained in the TWF and AVMS Directive

list of designated events in Ireland has been defined under the Irish

Broadcasting Major Events Television Coverage Act 1999 Designation of Major

Events Order 2003 The effect of these rules is that many leading sports events

cannot be shown exclusively live on pay television in Ireland

Betting and gaming

We carry out our betting
and gaming activities through two Group companies

Hestview Limited Hestview and Bonne Terre Limited Bonne Terre

Hestview currently carries out its betting activities under remote betting licence

issued by the Gambling Commission in accordance with the Gambling Act 2005

Bonne Terre company registered in Alderney carries out its gambling

activities casino bingo and poker under licence granted by the Alderney

Gambling Controf Commission under the terms of the Gambling Ordinance 2007

and is regulated by that body

Competition anti-trust law

We are subject to the EC competition law regime and to the national

competition law regimes in the countries in which we operate

EC competition rules

Anti-competitive agreements

Article 811 of the EC Treaty prohibits agreements and concerted practices

between undertakings which may affect trade between EU Member States and

which have as their object or effect the prevention restriction or distortion of

competition within the EU An agreement may infringe Article 811 only if it is

likely to have an appreciable effect on competition Agreements which fall within

the scope of Article 811 will not be prohibited where they meet the criteria set

out in Article 813 that is where they improve the production or distribution of
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Government regulation

continued

goods or promote technical or economic progress provided that consumers

receive fair share of the resulting benefit competition is not substantially

eliminated and the agreement does not contain unnecessary restrictions

Abuse of dominant position

Article 82 of the EC Treaty prohibits the abuse by one or more undertakings of

dominant position in the EU or substantial part of it insofar as the abuse may
affect trade between EU Member States

Enforcement of Articles 81 and 82

Articles 81 and 82 may be enforced by the European Commission designated

national competition authorities in each of the EU Member States and/or by the

national courts in each of the EU Member States

Infringement of Articles 81 0182 may result in significant consequences

including fines voidness or unenforceability of infringing agreements

prohibition of
infringing conduct potential liability to third parties notably for

damages and/or the potential for involved directors to be disqualified

Investigation of Premier League agreements

The European Commissions investigation into the PLs joint selling of exclusive

broadcast rights to football matches concluded with the European Commissions

adoption in March 2006 of decision making commitments offered by the P1

legally enforceable These commitments non-confidential version of which

has been made available to third parties are to remain in force until June 2013

and thus applied to the PLs auction of media rights for the 2007/08 to 2009/10

seasons and to the auction of media
rights for the 2010/11 to 2012/13 seasons

which occurred in respect of the UK in February 2009 Amongst other things the

commitments provide for the P1 to sell six balanced packages of live audio visual

rights including rights via the Internet and via mobile each of which showcase

the league as whole throughout each season No single bidder is allowed to

buy all six packages and packages are sold to the highest standalone bidder The

decision is binding on the P1 for the duration of the commitments but does not

bind national competition authorities or national courts

The Group was awarded four of the six packages of
rights to show live

audiovisual coverage of P1 football matches in the UK for the 2007/08 to

2009/10 seasons In addition the Group was awarded five of the six packages of

rights to show live audiovisual coverage of PL football matches in the UK for the

2010/11 to 2012/13 seasons

As described in its third PayTV consultation document Ofcom has indicated its

intention to review with the PL how it intends to ensure that the RIs next rights

auction for the seasons from and including the 2013/14 season will comply with

competition laws and has stated that this might involve exploring with the P1

whether it is willing to provide new commitments

Mergers

The European Commission regulates mergers full function
joint ventures i.e

ones which perform on lasting basis all the functions of an autonomous

economic entity and the acquisition of holdings which confer decisive influence

over an undertaking and which meet certain turnover thresholds specified in the

EC Merger Regulation Such transactions may not be carried out without prior

approval of the European Commission Where the European Commission has

jurisdiction to review transaction under the EC Merger Regulation national

authorities in the EU Member States do not normally have jurisdiction to apply

their own competition laws to the same transaction However Member States

may continue to apply their national laws to mergers where such laws are

36 British Sky Broadcasting Grorrp pit

Annual Report 2009

directed at securing other public interest objectives for example the plurality of

the media and are compatible with EC law

Sector inquiries

The European Commission also carries out sector inquiries into sectors of the

economy where it considers that market does not seem to be working as well

as it should Sector inquiries may lead the European Commission to open

specific investigations under Article 81 or Article 82

UK competition rules

Anti-competitive agreements

Section 21 of the Competition Act 1998 the Chapter prohibition prohibits

agreements or concerted
practices which may affect trade within the UK and

which have the object or effect of preventing restricting or distorting

competition within the UK An agreement will only infringe the Chapter

prohibition if it is likely to have an appreciable effect on competition

Agreements which fall within the scope of the Chapter prohibition will not be

prohibited where they meet specific statutory criteria that is where they

improve the production or distribution of goods or promote technical or

economic progress provided that consumers receive fair share of the resulting

benefit competition is not substantially eliminated and the agreement does not

contain unnecessary restrictions

Abuse of dominant position

Section 181 of the Competition Act 1998 the Chapter II prohibition prohibits

the abuse by one or more undertakings of dominant position in the UK or

substantial part of it insofar as the abuse may affect trade within the UK

Enforcement of the Chapter and II prohibitions

The Chapter and II

prohibitions may be enforced by the OFT one of the sector

regulators in the case of the communications sector Ofcom or the UK courts

The Chapter and II prohibitions must be interpreted in manner that is

consistent with Articles 81 and 82 of the EC Treaty

Infringement of the Chapter or II prohibitions may result in
significant

consequences including fines voidness or unenforceability of
infringing

agreements prohibition of infringing conduct potential liability to third parties

notably for damages and/or the potential for involved directors to be

disqualified

Legal proceedings initiated by Virgin Media group

In April 2007 Virgin
Media Communications Limited Virgin Media Television

Limited and Virgin Media Limited issued proceedings in the High Court in

England and Wales against British Sky Broadcasting Group plc
and British Sky

Broadcasting Limited alleging that the Group has infringed Article 82 EC and the

Chapter II prohibition by pursuing an anti-competitive strategy designed to

weaken Virgin Media group which allegedly entailed constructive refusal to

supply the Groups basic pay television channels to Virgin Media group for

supply via Virgin Media groups cable network in the UK ii refusal to pay fair

prices for the right to carry Virgin Media groups television channels as part
of

the Groups retail channel offering and iii the Groups purchase of

significant sf areholding in ITV which purchase it is alleged was designed

principally to damage Virgin Media groups ability to compete in the supply of

pay television services by preventing Virgin Media group from obtaining access

to attractive programming content

The Group had also commenced litigation against VM relating to payments due

to the Group under its carriage agreement with VM

On November 2008 the Group and VM agreed to terminate all High Court

proceedings against each other relating to the
carriage

of their
respective



channels and announced the conclusion of two carriage agreements Under the

agreements the Groups basic channels are to be carried on VMs cable

television service and VMs basic channels would continue to be retailed by Sky

on the satellite platform Both agreements are to operate concurrently until

12 June 2011

Mergers

The framework for the assessment of mergers under UK law is set out in Part

of the Enterprise Act relevant merger situation i.e transaction which

involves change of control between previously distinct enterprises qualifies

for
investigation by the OFT where it satisfies either share of supply test or

turnover test There is no requirement to notify mergers to the OFT nor to obtain

prior regulatory clearance although the OFT has the power to investigate

mergers on its own initiative

Where the OFT reasonably believes that relevant merger situation has or may

have been created or may be created in future and has resulted or may be

expected to result in substantial lessening of competition it has duty to refer

the merger to the CC for further investigation The OFT may accept remedies

offered by the parties instead of making reference to the CC

If reference is made the CC will decide whether relevant merger situation

has arisen and if so whether the relevant merger situation would substantially

lessen competition and if so will either prohibit the merger or impose

appropriate remedies

In relation to media mergers i.e mergers involving newspaper and/or

broadcasting enterprises the Secretary of State also has the power to intervene

on the basis of specified public interest grounds including relating to media

plurality Where the Secretary of State issues an intervention notice the OFT will

investigate the competitionf jurisdictional issues and Ofcom will investigate the

public interest issues relating to the merger The Secretary of State will then

decide whether to refer the transaction to the CC The Secretary of State is

required to follow the OFTs findings on competition jurisdiction In cases

where reference is made the CC will investigate both the competition and

relevant public interest aspects of the merger and will report its findings to the

Secretary of State Otcom may also give further advice to the Secretary of State

The Secretary of State will then decide whether the merger operates or may be

expected to operate against the public interest and if so will decide on

appropriate remedies The Secretary of State must accept the CCs findings on

competition/ jurisdiction where relevant

The Groups investment in TV

On 17 November 2006 the Group acquired 696 million shares in ITV amounting

to 17.9 Io of its issued share capital The Group paid 135 pence per share

totalling 946 million The investment in IN has been subject to an in-depth

review by the CC In December 2007 the CC completed its review and delivered

the final
report

of its findings to the SoS for Business Enterprise and Regulatory

Reform now the Department for Business Innovation and Skills The CC

concluded that the Groups acquisition of the IN shares may be expected to

result in substantial lessening of competition arising
from the loss of rivalry in

an all-N market between ITV and the Group The CC also concluded that the

acquisition would not materially affect the sufficiency of plurality ol person with

control of media enterprises serving regulated audiences The CC recommended

that the Group be required to divest part
of its stake such that it would hold less

than 7.5Io of INs issued share capital Taking into account the CCs findings

the SoS announced on 29 January 2008 his decision to make an adverse public

interest finding The SoS also decided to impose on the Group the following

remedies to address the substantial lessening of competition identified in the

CCs report divestment of the Groups shares in IN down to level below

7.5% within specified period which has not been publicly disclosed and

undertakings requiring the Group not to dispose of its ITV shares to an

associated person not to seek or accept representation to the Board of IN and

not to reacquire shares in IN

The Group sought judicial review of the decisions of the SoS and CC before the

CAT VM also sought judicial review of the findings of the CC and SoS in relation

to media plurality and the remedies imposed The Group was granted

permission to intervene in the review proceedings of VM and VM was granted

permission to intervene in the review proceedings brought by the Group

On 29 September 2008 the CAT published single judgment with
respect to

both the Groups and VMs appeals The CAT rejected the Groups appeal and

upheld VMs challenge relating to media
plurality

In relation to remedies the

CAT found that the CC and SoS were entitled to find that divestiture to below

7.5/o would most appropriately remedy the competition concerns The Group

applied to the CAT for permission to appeal the CATs judgment to the C0A That

application was rejected The Group has since applied directly to the C0A for

permission to appeal the CAT judgment and permission was granted on

17 March 2009 VM also applied for permission to appeal the CAT judgment to

the CoA contingent on the success of the Groups request for permission VMs

request for permission to appeal was also granted by the C0A The Group and

the VM appeals will be heard together at hearing before the CoA scheduled for

October 2009

On January 2009 the Department for Business Enterprise and Regulatory

Reform now the Department for Business Innovation and Skills opened

public consultation on draft undertakings implementing the divestment remedy

required by the SoS the form of which the Group had previously agreed No

further announcement has been made since the consultation closed

The Group is not yet able to assess whether or the extent to which these

matters will have material effect on the Group

Market investigations

Part of the Enterprise Act makes provision for system of market investigations

bythe CC The OFT or in relation to the communications sector Ofcom may

make market
investigation

reference to the CC where it has reasonable grounds

for suspecting that any feature or combination of features of market in the UK

for goods or services prevents restricts or distorts competition in connection

with the supply or acquisition of any goods or services in the UK or part of the

UK Instead of making reference to the CC the OFT or Ofcom may accept

remedial undertakings from the companies concerned

Where the OFT or in relation to the communications sector Ofcom makes

market investigation reference to the CC the CC will conduct detailed

investigation The CC may decide that remedial action is required if it finds that

there is an adverse effect on competition in market under investigation

Ultimately the CC has extensive powers to impose remedial action including

requiring divestments requiring the licensing of know-how or intellectual

property requiring firms to discontinue/adopt certain practices or restraining

the way firms would otherwise behave e.g imposing price caps

Ofcom market investigation of pay industry

On 26 June 2009 Ofcom published its third pay TV consultation document in

relation to its ongoing investigation into the UK pay industry which was

opened in March 2007 In this consultation document Ofcom confirms its view

on which it consulted in its previous consultation document that the Group has

market power in narrow wholesale markets for premium sports and movie

channels and consults on its view that the Group has market power in narrow

retail markets for premium sports
and movie channels Ofcom also confirms its

view that the Group has and is acting on an incentive to limit distribution of

those channels to other retailers on platforms other than 0TH Ofcom confirms

that it continues to believe that its concerns could be addressed by requiring the
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Group to wholesale designated premium channels on regulated terms

wholesale must-offer obligation under its sectoral powers and in this third

consultation Ofcom outlines and consults on the specifics of such an obligation

The wholesale must-offer
obligation as proposed would cover Sky Sports and

Sky Sports and substantially all of Skys movie channels including both HD

and SD versions in each case and includes price and non-price terms in

particular Ofcom is consulting on range of regulated wholesale prices for the

relevant channels which would be calculated as discount off retail prices The

range of wholesale prices on which Ofcom is consulting is below the current

wholesale rate card terms see The business its objectives and its strategy

Cable distribution The wholesale must-offer
obligation

would be

implemented by changes to the Groups TICS licences see Government

regulation Broadcasting Act licences above

In this consultation document Ofcom also states that it believes that there may
be case for targeted interventions in relation to SV0D movie

rights and in

relation to the next PL auction With regard to SVoD movie rights Ofcom has

stated that if it were to intervene it is likely that it would make market

investigation reference to the CC Ofcom is not however consulting formally on

such reference at this stage as it first wishes to explore with the relevant

movie studios whether their existing commercial plans are likely to result in the

more effective exploitation of SVoD rights thereby avoiding the need for

regulatory intervention Olcom also has concern in relation to collective selling

of P1 rights The PLs commitments to the European Commission regarding the

P1s joint selling of exclusive broadcast rights to football matches see

Investigation of Football Association Premier League Agreements above will

not apply to the PLs next rights auction which is expected in 2012 for the

seasons from and including 2013/14 Ofcom has stated its intention to review

with the PL how it intends to ensure that this auction will comply with

competition law and has stated that this might involve exploring with the FL

whether it is willing to provide new commitments

Interested parties including the Group are invited to respond to the third

consultation document by 18 September 2009 Ofcom has stated that it will then

consider responses to its consultation before making decisions on whether to

intervene under its sectoral powers and whether to issue consultation on

reference to the Competition Commission in relation to SVoD rights

The Group is not yet able to assess whether or the extent to which these

matters will have material effect on the Group

Irish competition rules

Our operations in Ireland are subject to the Irish competition law regime which

regulates anti-competitive agreements abuses of dominant position and

mergers

Environmental
regulation

We are subject to environmental regulations that require our compliance

Failure to meet the requirements of such regulations may lead to fines being

incurred or damage to our brand image

Regulations based on EU Directives notably the Waste Electrical and Electronic

Equipment Directive WEEE Directive the Restriction on the use of certain

Hazardous Substances in electrical and electronic equipment Directive RoHS
Directive and the Producer

Responsibility Packaging Waste Regulations The

Packaging Waste Regulations have placed various obligations upon us The

WEEE Directive and the implementing regulations require producers and

distributors of electrical and electronic equipment to finance and enable the

recycling and/or disposal of these items in an environmentally sound manner
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The R0HS Directive and the implementing regulations necessitate the removal of

stipulated hazardous substances from products placed on the market after mid

2005 within set timeframes and the recovery and recycling of electrical products

to specified levels The Packaging Waste Regulations require companies that

handle packaging to finance the recovery and
recycling

of packaging equivalent

to the type and volume of packaging that they have handled each year These

three sets of Regulations apply to our purchase and supply of set-top boxes

routers and other related equipment and require registrations to be completed

by us our suppliers and retailers

Other changes in the categorisation segregation storage and removal of certain

hazardous wastes require us to register sites that produce such wastes Without

registration hazardous wastes are not able to be removed from site for

disposal Incorrect disposal may lead to regulatory action

We track draft environmental directives and regulations to establish their

applicability to the business and enable an appropriate response to be planned

and implemented Of note is the Directive of the European Parliament and of the

Council of July 2005
establishing framework for the setting of ecodesign

requirements for energy using products as well as the Carbon Reduction

Commitment formerly the Energy Performance Commitment which was

proposed in the Climate Change Bill



Directors report financial review

Introduction

The following discussion and analysis is based on and should be read in

conjunction with the consolidated financial statements including the related

notes included within this Annual Report The consolidated financial statements

have been prepared in accordance with IFRS as issued by the IASB and as

adopted by the EU

Overview and recent developments
The year ended 30 June 2009 the current year has been year of strong

growth particularly against the backdrop of challenging economic

environment Our financial performance has been strong and has absorbed the

upfront costs of rising demand for our products We see substantial opportunity

ahead and believe that our focus on the customer and our growing capability as

an organisation position us well to build significantly more profitable and

durable business for the long term

During the current year total revenue increased by 8/o to 5359 million

compared to the year ended 30 June 2008 the prior year Operating profit

for the current year was 813 million resulting in an operating profit margin of

15/o in line with the prior year Profit for the year was 259 million generating

basic earnings per share of 14.9 pence compared to loss of 127 million and

loss per share of 7.3 pence in the prior year

At 30 June 2009 the total number of DTH customers in the UK and Ireland was

9442000 representing net increase of 462000 customers in the current

year

At 30 June 2009 the total number of Sky customers was 5.491.000

representing 58/o of total 0TH customers This represents growth in Sky

customers of 1777000 in the current year The number of Multiroom

customers also continued to grow increasing by 231000 in the current year to

1835000 19/o penetration of total 0TH customers The Group launched HD on

22 May 2006 and in the current year the total number of SkyHD customers

grew by 815.000 to 1313.000 representing l4% of total DTH customers

DTH churn for the current year was 1O.3% compared to lO.4% in the prior year

Cable subscribers to the Groups channels increased to 4271000 compared to

1248000 in the prior year This increase is due to the return of Sky Basic

Channels on VMs platform from 13 November 2008 The agreement with VM for

carriage of the Sky Basic Channels includes fixed annual carriage fees for the

Channels and the ability to secure additional capped payments if the Channels

meet certain performance related targets

On 18 July 2006 the Group launched broadband service for its DTH customers

Sky Broadband continues to grow strongly increasing by 575000 customers in

the current year to 2203000 By the end of the current year we had unbundled

1193 telephone exchanges representing 72/o network coverage The number

of Sky Talk customers reached 1850000 representing an increase of 609000

in the current year The number of Line Rental customers increased by 765000

in the current year to 917.000

On 17 November 2006 the Group acquired 696 million shares in TV representing

17.9/s of the issued capital of TV at price
of 135 pence per share The total

consideration paid amounted to 946 million including fees and taxes and was

funded from the Groups existing cash balances and previously undrawn revolving

credit
facility The Groups investment in TV is carried at fair value The fair value

of TV is determined with reference to its equity share price at the balance sheet

date An impairment was first recorded following review of the carrying value of

the investment in TV at 31 December 2007 due to the significant and prolonged

decline in the equity share price In accordance with IFRS the Group has

continued to review that carrying value throughout fiscal 2008 and fiscal 2009 and

has recognised an impairment loss of 191 million in the current year 2008

616 million The impairment loss for the year was determined with reference to

TVs
closing equity

share
price

of 20.0 pence at 27 March 2009 the last trading

day of the Groups third fiscal quarter In line with IFRS all subsequent increases

in the fair value of the liv investment above this impaired value have been

recorded in the available-for-sale reserve At 26 June 2009 the last trading day of

the Groups financial year TVs closing equity share price was 33.8 pence This

investment has been the subject of an inquiry by the CC and the SoS which is

currently the subject of an appeal to the CoA see Directors
report

review of

the business Government regulation UK competition rules for further details

Corporate

The Board of Directors is proposing final dividend of 10.1 pence per ordinary

share resulting in total dividend for the year of 17.6 pence representing

growth of 5% over the
prior year full year dividend The ex-dividend date will be

21 October 2009 and subject to shareholder approval at the Companys Annual

General Meeting AGM the dividend will be paid on 13 November 2009 to

shareholders of record on 23 October 2009

On 26 September 2008 Lord Rothschild resigned as Non-Executive Director

and Deputy Chairman of the Company On 10 February 2009 Chase Carey

resigned as Non-Executive Director of the Company and Tom Mockridge was

appointed as Non-Executive Director of the Company in his place

On 24 November 2008 the Group issued US$600 million Guaranteed Notes

paying 9.5000/0 interest and maturing on 15 November 2018 The net proceeds

of the offering were used for general corporate purposes for the refinancing of

existing debt and to extend the maturity profile of the Groups debt

On 19 June 2009 the Company entered into new 750 million forward

starting RCF which is available for drawing from 30 July 2010 when the

existing billion RCF expires The new facility expires on 31 July 2012 and is

syndicated across 11 counterparties

Operating results

Revenue
Our revenue is principally derived from retail subscription wholesale

subscription advertising on our wholly-owned channels the provision of

interactive betting and gaming and installation hardware and servicing

Our retail subscription revenue is function of the number of DTH customers

the mix of services provided and the rates charged Revenue from the provision

of pay-per-view services which include Sky Box Office is included within retail

subscription or wholesale subscription revenue as appropriate Retail

subscription revenue also includes retail broadband subscription and Sky Talk

revenue

Our wholesale subscription revenue which is revenue derived from the supply

of Sky Channels to cable and Internet Protocol Television IPTV platforms is

function of the number of subscribers on cable and IPTV operators platforms

the mix of services taken by those subscribers and the rates charged to those

cable operators We are currently leading supplier of premium pay television

programming to cable operators in the UK and Ireland for re-transmission to

cable subscribers although not all cable operators carry all Sky Channels

Our advertising revenue is mainly function of the number of commercial

impacts defined as individuals watching one thirty second commercial on our

wholly owned channels together with the quality of impacts delivered and

overall advertising market conditions Advertising revenue also includes net

commissions earned by us from the sale of
advertising on those third-party

channels for which we act as sales representative
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Sky Bet revenue represents our income in the period for betting and gaming

activities defined as amounts staked by customers less winnings paid out

Installation hardware and service revenue includes income from set-top box

sales and installation including the sale of SkyHD Sky and Multiroom
set-top

boxes and broadband service calls and warranties

Other revenue principally includes income from online advertising telephony

income from the use of interactive services e.g voting and games text

services conditional access and access control income from customers on the

Sky digital platform electronic programme guide fees the provision of business

broadband and network services

Operating expense
Our operating expense arises from programming transmission technology and

networks marketing subscriber management and supply chain and

administration costs

Programming costs include payment for licences of television rights from

certain US and European film licensors including the results of foreign exchange

programme hedges ii the rights to televise certain sporting events iii other

programming acquired from third party licensors iv the production and

commissioning of original programming and the rights to retail the Sky

Distributed Channels to DTH customers The methods used to amortise

programming inventories are described in the Critical accounting policies

section below

Under our pay television agreements with the US major movie studios we

generally pay US dollar-denominated licence fee per movie calculated on per

movie customer basis some of which are subject to minimum guarantees

which were exceeded some time ago During the year we managed our US

dollar/pound sterling exchange risk primarily by the purchase of forward foreign

exchange contracts and currency options collars for up to five years ahead see

note 23 to the consolidated financial statements

Under the DIR distribution agreements for the Sky Distributed Channels we

generally pay monthly fee per customer for each channel the fee in some

cases being subject to periodic increases or we pay fixed fee or no such fee at

all number of our distribution agreements are subject to minimum

guarantees which are linked to the proportion of the total number of customers

receiving specific packages Our costs for carriage of the Sky Distributed

Channels will where monthly per customer fee is payable continue to be

dependent on changes in the customer base contractual rates viewing

performance and/or the number of channels distributed

Transmission technology and networks costs include costs that are dependent

upon the number and annual cost of the satellite transponders that we use Our

transponder capacity is primarily acquired from the SES Astra and Eutelsat

Eurobird satellites Transmission technology and networks costs also include

the costs associated with transmission uplink and telemetry facilities and the

costs of operating the Groups broadband network and Sky Talk product

Marketing costs include above-the-line spend which promotes our brand

and range of products and services generally ii below-the-line spend which
relates to the growth and maintenance of the customer base including

commissions payable to retailers and other agents for the sale of subscriptions

and the costs of our own direct marketing to our existing and potential

customers and iii the cost of providing and
installing digital satellite

reception equipment to customers in excess of the relevant amount actually

received from customers for such equipment and installation
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Subscriber management and supply chain costs include customer management

costs supply chain costs and associated depreciation Customer management
costs are those associated with managing new and existing customers including

customer handling and customer bad debt costs Supply chain costs relate to

systems and infrastructure and the installation costs of satellite reception

equipment and installation costs of new products purchased by customers such

as Skyl-ID Sky and Multiroom set-top boxes including smartcard costs

Customer management costs and supply chain costs are largely dependent on

DTH customer levels and additions to customers in the year

Administration costs include depreciation channel management facilities other

central operational overheads and the expense recognised for awards granted

under our employee share option schemes

For certain trend information related to our revenue and operating expense see

the Trends and other information section below

Financial and operating review

2009 fiscal year compared to 2008 fiscal year

Revenue

The Groups revenue can be analysed as follows

2009 2008

Fortheyearto3Oiune Em O/ Em

Retail subscription 4184 78 3769 76

Wholesale subscription 206 181

Advertising 308 328

SkyBet 48 44

Installation hardware and service 235 276

Other 378 354

5359 100 4952 100

The increase of 415 million in retail subscription revenue in the current year

was driven by 5% increase in the average number of 0TH customers and 6%

increase in average retail revenue per customer reflecting the September

television package price increase strong take up of SkyHD and increasing

additional product penetration in both broadband and telephony Retail

subscription revenue of 4184 million includes 36 million of additional

revenue representing amounts invoiced in prior years which did not meet

revenue recognition criteria under IFRS until March 2009

The total number of UK and Ireland DIR customers increased by 462.000 in the

current year to 9442000 This was as result of gross customer additions of

1.415000 in the current year and decrease in 0TH churn from lO.401o to

10.3Io

Wholesale subscription revenue increased by 25 million in the current year

benefiting from the return of Sky Basic Channels on the VM platform from

13 November 2008 The new agreement with VM includes fixed annual carriage

fees for the Channels and the ability to secure additional capped payments if the

Channels meet certain performance related targets At 30 June 2009 there were

4271000 30 June 2008 1248000 UK and Ireland cable subscribers to Sky

channels

Advertising revenue decreased by 20 million in the current year primarily as

result of decline in the UK advertising sector This decrease was partially offset

by the fact that prior period revenues included the impact of the non-renewal of

the contract to supply Sky Basic Channels to VM



Sky Bet revenue increased by million in the current year with growth in

online customers more than offsetting the decline in TV betting activity

Installation hardware and service revenue decreased by 41 million in the current

year due to the reduction in the price of SkyHD and Sky set-top boxes This was

partially offset by the increase in SkyFID and Sky additions during the year

Other revenue of 378 million increased by 24 million in the current year This

increase reflected continued growth in new business and contract wins at

Easynet

Operating expense
The Groups operating expense can be analysed as follows

2009 2008

For the year to 30 June Em Em

Programming 1.750 38 1.713

Transmission technology and

networks 726 16 542

Marketing 907 20 743

Subscriber management and supply

chain 662

Administration 501

4546

40

Within programming expense Sky Sports channels programming costs

increased by 2/o to 944 million in the current year with higher costs inclusive

of the biennial Ryder Cup ICC World Twenty2o cricket tournament and other

new agreements partially offset by lower football costs Sky Movies channels

programming costs of 278 million decreased by million on the prior year

due to an overall reduction in the volume of titles being delivered and savings

achieved in contract renewals News and entertainment programming costs

were flat at 205 million

Included within programming expense for the current year are third party

channel costs which include our costs in relation to the distribution agreements

for the Sky Distributed Channels Third party channel costs increased by

25 million to 323 million in the current year primarily as result of an

expanded channel line up particularly in RD and the new agreement with VM

for the carriage of the VMTV channels

Transmission technology and network costs increased by 184 million in the

current year of which 130 million related to incremental retail broadband and

telephony network costs The remaining increase primarily reflects the growth

in Easynet and an increase in transponder costs

Marketing costs increased by 164 million in the current year This increase

primarily reflects the strong demand for SkyFID throughout the period and our

decision to accelerate the take up of SkyFID through lower retail box price

Subscriber management and supply chain costs decreased by 38 million in the

current year with the upfront costs related to the accelerated demand for

SkyHD and the growth in our broadband and telephony customer base more

than offset by cost effectiveness in our contact centres and supply chain

Administration costs decreased by 29 million in the current year which was

achieved through reductions in headcount general overheads and
legal costs

Included within administration expense for the year ended 30 June 2009 is

mIllion 2008 21 million of expense relating to the legal costs incurred to

date on the Groups claim against EDS an information and technology solutions

provider which provided services to the Group as part of the Groups

investment in customer management systems software and infrastructure

Operating profit and operating margin

Operating profit increased by 12% to 813 million in the current year primarily

driven by strong growth in retail subscriptions and cost efficiencies in our

operating expenditure Operating margin calculated as total revenue less all

operating expense as percentage of total revenue for the current year was

15/o which is in line with the prior year

Joint ventures and associates

Joint ventures are entities in which we hold long-term interest and share

control under contractual arrangement with other parties Our equity share of

the net operating results from joint ventures and associates increased by

million to 19 million in the current year

Investment income and finance costs

Investment income decreased by 12 million to 35 million in the current

13 period This was primarily due to lower ITV dividends received partially offset

18 by interest received on higher cash balances following the bond issuances in

February 2008 and November 2008

Finance costs increased by 43 million to 220 million in the current period

This was mainly due to the bond issuances in February 2008 and November

2008 and an adverse 27 million year on year movement in the non-cash fair

value of derivatives and related financial instruments not qualifying
for hedge

accounting

Impairment of available-for-sale investment

The Groups investment in ITV is carried at fair value The fair value of TV is

determined with reference to its equity share price at the balance sheet date An

impairment was first recorded following review of the carrying value of the

investment in ITV at 31 December 2007 due to the significant and prolonged

decline in the equity share price In accordance with IFRS the Group has

continued to review that carrying value throughout fiscal 2008 and fiscal 2009

and has recognised an impairment loss of 191 million in the current year

2008 616 million The impairment loss for the year was determined with

reference to TVs
closing equity share price of 20.0 pence at 27 March 2009 the

last trading day of the Groups third fiscal quarter In line with IFRS all

subsequent increases in the fair value of the TV investment above this impaired

value have been recorded in the available-for-sale reserve At 26 June 2009 the

last trading day of the Groups financial year ITVs closing equity share price

was 33.8 pence

Taxation

The total tax charge for the current year of 197 million 2008 187 million

comprises current tax charge of 201 million 2008 179 million and

deferred tax credit of million 2008 charge of million The increase in

the tax charge was due to higher profit in the year and write off of deferred

tax balance of million in relation to industrial buildings There was phased

withdrawal of Industrial Buildings Allowances by the UK Government as part of

the 2008 Finance Act which the Group had previously been entitled to claim in

respect of its investment in UK-based studio and technical facilities

Profit for the year and earnings per share

Profit for the year was 259 million compared with loss of 127 million in the

prior year The increase in profit was primarily due to an increase in operating

profit
of 89 million and reduction in the impairment charge in respect of

available-for-sale investments of 425 million partly offset by an increase in

taxation of 10 million and the impact of the profit on disposal of joint venture

in the prior year

15

11

100

700

530 12

4228 100
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Directors report financial review

continued

Financial and operating review

continued

The Groups earnings loss per share are as follows

2009 2008

pence pence

Earnings loss per share from profit loss for the year

Basic 14.9 7.3

Diluted 148 7.3

Adjusted earnings per share from adjusted profit for the year

Basic

Diluted

In order to provide measure of underlying performance management have

chosen to present an adjusted profit for the year which excludes items that may

distort comparability See note 10 of the consolidated financial statements for

detailed reconciliation between profit and adjusted profit for the year

Earnings per share increased from loss of 7.3 pence in the prior year to

earnings of 14.9 pence in the current year This movement was primarily

result of the decrease in the impairment loss in the available-for-sale

investment in TV recorded in the current year Adjusted earnings per share

increased as result of higher adjusted profit for the year

Balance sheet

Property plant and equipment and
intangible assets increased by 119 million

to 1144 million at 30 June 2009 due to 411 million of additions in the year

partly offset by depreciation amortisation and impairment of 291 million

Investments in joint ventures and associates increased by 21 million to

135 million at 30 June 2009 primarily due to the revaluation of our interests

in NGC Network International and NGC Network Latin America LLC

Available-for-sale investments decreased by million to 261 million at

30 June 2009 primarily due to the effect of the decrease in the equity share

price of ITV

Non-current derivative financial assets have increased by 189 million to

202 million at 30 June 2009 due to mark-to-market movements on derivative

instruments

Current assets increased by 239 million to 1937 million at 30 June 2009

predominantly due to 179 million increase in cash and cash equivalents and

76 million increase in inventory Cash and cash equivalents have increased

following an increase in net cash generated from operating activities

Inventories have increased primarily as result of the impact of the US dollar

strengthening against pounds sterling on our US dollar-denominated

programme inventory

Current liabilities increased by 301 million to 2194 million at 30 June 2009

predominantly due to 198 million increase in trade and other payables and

127 million increase in current borrowings Trade and other payables

increased primarily as result of timing of third
party payments Current

borrowings mainly increased following the reclassification from non-current

borrowings in respect of the 100 million Guaranteed Notes and the remaining

amounts payable for the US$650 million Guaranteed Notes both repayable in

July 2009 and the weakening of pounds sterling against the dollar on US

dollar-denominated loans

Non-current liabilities increased by 82 million to 2439 million at 30 June

2009 primarily due to the issuance of US$600 million Guaranteed Notes in

November 2008 repayable in November 2018 and the weakening of pounds

sterling against the dollar on US dollar-denominated loans This has been

partially offset by the reclassification of the 100 million and the US$650 million

Guaranteed Notes to current liabilities and 78 million decrease in

non-current derivative financial liabilities due to mark-to-market movements on

derivative instruments

Foreign exchange
For details of the impact of foreign currency fluctuations on our financial

position and performance see note 23 to the consolidated financial statements

Contingent assets and liabilities

The Group has served claim for material amount against EDS an information

and technology solutions provider which provided services to the Group as part

of the Groups investment in customer management systems software and

infrastructure The amount which may be recovered by the Group will not be

finally determined until resolution of the claim

On May 2008 the Nomenclature Committee of the European Commission

issued an Explanatory Note EN 0590/2007 to the Combined Nomenclature

setting out their view that set-top boxes with hard drive should be classified

under Customs Tariff heading 8521 90 00 and so subject to 13.9% ad valorem

duty on importation to the EU As consequence the Group is exposed to

potential retrospective Customs Duty liability in respect of such set-top boxes

imported byAmstrad acquired in September 200 and for the reimbursement

of certain suppliers in line with the terms of contractual supply agreements

Managements opinion is that the retrospective application of the Explanatory

Note would be wrong as matter of law In addition management considers

that the adoption of the EN
puts

the EU in breach of the Information Technology

Agreement of 1996 view which is shared by the US Japan Singapore and

Taiwan who have instigated WTO proceedings against the EU on this matter The

Group therefore is in common with other affected importers defending its

position on this matter and consequently has lodged an appeal to the VAT

Duties Tribunal regarding classification of these products

This matter has been referred by the Tribunal to the European Court of Justice

The Group has also lodged an appeal with HMRC against the assessment for

retrospective duty

As result of the potential remedies available under the Community Customs

Code the Group considers that in the event that an assessment is made for

import duty relating to imports prior to May 2008 it is probable that no

outflow of economic benefit would be required to discharge this obligation and

that as such at 30 June 2009 any liability should be considered contingent

Movements in the balance sheet value of derivative financial instruments are

taken to the income statement to offset movements in the underlying related

25.9 25.1 hedged items which also impacts the income statement Where the underlying

25.7 25.0 hedged item is not yet recognised movements in the balance sheet value of the

derivative are taken to the hedging reserve to the extent that hedge accounting

is achieved Movements in the balance sheet value of derivatives not qualifying

for hedge accounting are taken to the income statement
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Liquidity and capital resources

An analysis of the movement in our net debt including related fees is as follows

Current borrowings

Non-current borrowings

Debt

Borrowings-related derivative

financial instruments

Cash and cash equivalents

Short-term deposits

Net debt

movements movements 2009

Em Em Em Em

338 509 636 465

2108 398 227 2279

2446 111 409 2744

214 75 396 107

632 179 811

185 95 90
1843 120 13 1.736

The Group refers to net debt in discussing its indebtedness and liquidity

position Net debt is non-GAAP measure that management uses to provide an

assessment of the overall indebtedness of the Group The most similar IFRS

GMP measures are current and non-current borrowings

Management uses net debt to calculate and track adherence to the Groups

borrowing covenants as disclosed in note 23 to the consolidated financial

statements Management monitors the Groups net debt position because net

debt is commonly used measure in the investment analyst community and net

debt is key metric used by Moodys and Standard Poors in their assessment

of the Groups credit rating As such management makes decisions about the

appropriate investing and borrowing activities of the Group by reference to

amongst other things net debt

Our long-term funding comes primarily from our issued
equity and US dollar and

sterling denominated public debt raised in 2005 2007 and 2008 As at 30 June

2009 the Groups net debt was 1736 million The bonds issued in 1999 that

were outstanding at 30 June 2009 were repaid in July 2009 The bond debt issued

in 2005 which is repayable in 2015 2017 and 2035 the public bond debt issued

in 2007 which is repayable in 2027 and the bond debt issued in 2008 which is

repayable in 2018 have been and will continue to be used for general corporate

purposes including the refinancing of maturing debt and extending the maturity

profile
of our debt In addition we may use proceeds of the offerings for

acquisitions of businesses and assets in support of our Group strategy

For details of the Groups facilities and long-term funding see note 22 of the

consolidated financial statements For details of the Groups treasury activities

see note 23 of the consolidated financial statements

Our principal source of liquidity is cash generated from operations combined

with access to billion RCF which expires in July 2010 At 30 June 2009 this

facility was undrawn 30 June 2008 undrawn new 750 million forward

starting facility was signed in June 2009 and will be available for drawing from

July 2010 when the existing billion facility expires The 750 million
facility

expires in July 2012

Furthermore in April 2007 the Group established Euro Medium Term Note

Programme the Programme The Programme provides the Group with

standardised documentation platform to allow for senior debt issuance in the

Eurobond markets The maximum
potential issuance under the Programme is

billion of which 300 million was utilised for the May 2007 bond issue

Cash flows

During the current year cash generated from operations was 1205 million

compared with an inflow of 997 million in the prior year This increase was

due to an increase in operating profit of 89 million working capital savings

and higher depreciation and amortisation expense Net cash generated from

operating activities was further impacted by increase in taxation paid offset by

an increase in interest received

During the current year payments for property plant and equipment and

intangible assets were 400 million compared with 339 million in the prior

year following further progress on number of capital expenditure and

infrastructure projects total of 130 million was invested to progress the

Groups property and infrastructure projects We also made payments totalling

16 million in the year to related party for development of encryption

technology which have been capitalised as an intangible asset further

42 million has been invested in data centres and other technology

infrastructure and 18 million in set-top box development The remaining

194 million was invested in core services and the development of new

products and services

The Group did not acquire any subsidiaries in the current year In the prior year

payments for the purchase of subsidiaries amounting to 72 million were

primarily
due to the acquisition of Amstrad

During the current year the Group received net proceeds of 398 million from

the issuance of US$600 million Guaranteed Notes in November 2008 In the

prior year the Group issued Guaranteed Notes consisting of US$750 million

aggregate principal amount of notes resulting in net cash inflow of

383 million

In November 2008 the Group redeemed US$50 million of the Groups

Us$650 million Guaranteed Notes due in July 2009 resulting in cash outflow

of 32 million In February 2009 the Group repaid US$600 million of

Guaranteed Notes resulting in cash outflow of 367 million including related

derivative financial instruments In March 2009 the Group redeemed Loan

Notes resulting
in cash outflow of 35 million

During the current year interest payments were 217 million compared to

165 million in the prior year This increase in payments reflects the increased

level of indebtedness following the issue of new Guaranteed Notes in February

2008 and November 2008 in the run up to bond maturities in February and July

2009

During the current year equity dividend payments were 298 million compared

to 280 million in the prior year

The above cash flows in addition to other net movements of 39 million and

non-cash movements of 13 million resulted in decrease in net debt of

107 million to 1736 million

2008 fiscal year compared to 2007 fiscal year

Revenue

The Groups revenue can be analysed as follows

2008 2007

0/ Em

76 3406

208

352

47

276 212

354 326

4952 100 4551

The increase of 363 million in retail subscription revenue in the 2008 fiscal

year was driven by 5% increase in the average number of 0TH customers and

GIo increase in average retail revenue per customer reflecting the Groups

decision made during the
prior year not to renew viewing package discounts

the September 2007 price increase and increasing additional product

penetration in both broadband and telephony

Asatliuly

2008

cash Non-cash As at 30 June

Fortheyearto3oiune

Retail subscription

Wholesale subscription

Advertising

Sky Bet

Installation hardware and service

Other

Em

3769

181

328

44

0/0

75

100
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Directors report financial review

Financial and operating review

continued

The total number of UK and Ireland DTH customers increased by 398000 in the

2008 fiscal year to 8980.000 This was as result of gross customer additions

of 1311000 in the 2008 fiscal year and decrease in DTI-l churn from 12.4%

to 10.4/o

Wholesale subscription revenue decreased by 27 million in the 2008 fiscal

year This reflected both further reduction in the number of cable television

subscribers to Skys premium channels and the continued effect of VM not

carrying Sky Basic Channels on its platform following the expiry and non-

renewal of an agreement at the end of February 2007 At 30 June 2008 there

were 1248000 30 June 2007 1259000 UK and Ireland cable subscribers to

Sky channels

Advertising revenue decreased by 24 million in the 2008 fiscal year reflecting

the non-renewal of the contract to supply Sky Basic Channels to VM at the end

of February 2007

Sky Bet revenue decreased by million in the 2008 fiscal year An underlying

fall in revenue offset the benefit of the first full year of consolidation of 365

Media and reflected the continued shift from interactive TV betting towards the

internet

Installation hardware and service revenue increased by 64 million in the 2008

fiscal year due to higher volumes of new and upgrading customers choosing

premium-priced hardware including Sky and SkyHD set-top boxes and the

reintroduction of an installation fee across all products

Other revenue of 354 million increased by 28 million in the 2008 fiscal year

This increase mainly reflects additional revenue generated from Easynet growth

in website revenues and set-top box sales from Amstrad acquired in September

2007

Operating expense
The Groups operating expense can be analysed as follows

For the year to 30 June

Programming

Transmission technology and

networks

Marketing

Subscriber management and supply

chain 700 17 618 16

Administration 530 12 443 12

4.228 100 3736 100

Within programming expense Sky Sports channels programming costs

increased by 10Io to 929 million in the 2008 fiscal year This was principally

result of the new PL agreement for the 2007/08 to 2009/10 seasons The annual

cost of the Pf
rights is fixed over the three year period of the contract Sky

Movies channels programming costs of 281 million decreased by million on

the prior year due mainly to foreign exchange benefits on US dollar purchases

News and entertainment programming costs increased by 11% to 205 million

in the 2008 fiscal year primarily due to continued investment in programming

for Skyl

Included within programming expense for the current year are third
party

channel costs which include our costs in relation to the distribution agreements

for the Sky Distributed Channels Third
party channel costs increased by

70 million to 298 million in the 2008 fiscal year This increase was result of

non-recurring 65 million receipt in the 2007 fiscal year arising from certain

contractual rights under one of the Groups channel distribution agreements
additional costs including an increase in payments made to Setanta Sports SarI

to include their Premier League games and other content in commercial

subscriptions and 5% increase in the average number of 0TH customers The

increase in costs during the 2008 fiscal year was partially offset by savings

generated from the renewal of some of our channel distribution contracts on

improved terms

Transmission technology and network costs increased by 140 million in the

2008 fiscal year of which 124 million related to incremental retail broadband

and telephony network costs and 13 million of additional Easynet costs

Marketing costs increased by million in the 2008 fiscal year This increase

was driven by an increased number of customers taking discounted premium

products and the costs of the Sky magazine relaunch partly offset by supply

chain savings following the acquisition of Amstrad the reintroduction of

standard installation fee across all products and reduced broadband marketing

costs
reflecting higher launch costs in the 2007 fiscal year Above the line costs

remained flat on the 2007 fiscal year

Subscriber management and supply chain costs increased by 82 million in the

2008 fiscal year primarily due to increased retail broadband and Sky Talk costs

reflecting the growth in our broadband and telephony customer base and higher

volumes of new and upgrading customers choosing premium priced hardware

including Sky and SkyHD set-top boxes The increased costs associated with

the higher weighting of premium priced hardware were partially offset by the

reintroduction of standard installation charge and supply chain savings

delivered through the first time consolidation of Amstrad acquired in

September 200

Administration costs increased by 87 million in the 2008 fiscal year mainly

due to increased depreciation following further investment in infrastructure and

systems across the business and the impact of new business streams in 365

Media and Amstrad increased legal costs as result of ongoing regulatory

reviews and litigation

Operating profit and operating margin

Operating profit decreased by 11Io to 724 million in the 2008 fiscal year This

decrease was driven by the increase in operating expense described above

partly offset by the increase in retail subscriptions As result operating margin

calculated as total revenue less all operating expense as percentage of total

revenue for the 2008 fiscal year was lSIo compared to 18% in the 2007 fiscal

year

Joint ventures and associates

Joint ventures are entities in which we hold long-term interest and share

control under contractual arrangement with other parties Our equity share

of the net operating results from joint ventures and associates increased by

million to 15 million in the 2008 fiscal year

continued

2008

Em

1.713

542

743

2007

Em Included within administration expense for the year ended 30 June 2008 was

40 1539 41 21 million 2007 16 million of expense relating to the legal costs incurred

on the Groups claim against EDS an information and technology solutions

13 402 11 provider which provided services to the Group as part of the Groups

18 734 20 investment in customer management systems software and infrastructure

Administration costs for the 2008 fiscal year also include million relating to

restructuring
exercise undertaken following review of operating costs
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Investment income and finance costs

Investment income increased by million to 47 million in the 2008 fiscal

year The net increase was primarily due to increased cash balances as result

of the issuance of US$750 million Guaranteed Notes in February 2008 and an

increase of million in the dividend receivable from our investment in liv

partly offset by lower levels of cash on deposit in the first half of the year

subsequent to the investment in TV and Amstrad

Earnings per share decreased from 28.4 pence in the 2007 fiscal year to loss

per share of 7.3 pence in the 2008 fiscal year This movement was primarily

result of the impairment loss in the available-for-sale investment in TV

recorded in the 2008 fiscal year Adjusted earnings per share decreased as

result of lower adjusted profit partly offset by the effect of our share buy-back

programmes During the 2007 fiscal year total of 38 million shares were

repurchased for cancellation

Finance costs increased by 28 million to 177 million in the 2008 fiscal year

This increase was primarily as result of an increase in the Groups total

borrowings following the issue of Guaranteed Notes in May 2007 and February

2008 and million decrease in the gain on remeasurement of the value of

derivative financial instruments not qualifying for hedge accounting

Profit on disposal of joint venture

In December 2007 the Group sold its 100% stake in BSkyB Nature Limited the

investment holding company for the Groups 5001o interest in the NGC-UK

Partnership As consideration for the disposal the Group received 21% interests

in both NGC Network International LLC and NGC Network Latin America LLC in

effect 21% of National Geographic Channels television operations outside of

the US The fair value of consideration received was 82 million realising

profit on disposal of 67 million

Impairment of available-for-sale investment

At 30 June 2008 the Group recorded an impairment loss of 616 million in the

carrying value of its available-for-sale investment in TV The fair value of TV at

the balance sheet date was determined with reference to its closing equity share

price on 27 June 2008 the last trading day of the Groups fiscal year

Taxation

The total tax charge for the 2008 fiscal year of 187 million 2007 225 million

comprised current tax charge of 179 million 2007 189 million and

deferred tax charge of million 2007 36 million The decrease in the tax

charge was due to lower profits in the year partially offset by an increase in non

deductible expense as result of the impairment loss in the carrying value of

the available-for-sale investment in ITV

Loss for the year and loss
per share

Loss for the 2008 fiscal year was 127 million compared with profit of 499
million in the 2007 fiscal year mainly as result of decrease in operating

profit of 91 million arid the impairment of the available-for-sale asset of 616

million partially offset by profit on disposal of joint venture of 67 million

and decrease in taxation of 38 million

The Groups loss earnings per share are as follows

2008 2007

pence pence

I.oss earnings per share from loss profit for the year

Basic

Diluted

Adjusted earnings per share from adjusted profit for the year

Basic

Diluted

In order to provide measure of underlying performance management have

chosen to present an adjusted profit for the year which excludes items that may
distort comparability See note 10 of the consolidated financial statements for

detailed reconciliation from loss to adjusted profit for the year

Tabular disclosure of contractual obligations

summary of our contractual obligations and commercial commitments due by

period at 30 June 2009 is shown below

Between Between More than

year 1-3 years 3-5 years years

Em Em Em Em

Less than

Total

Em

Obligation or commitment

3911 1024

496 496

204 93

282 52

51 51

191 3D

491 49

107 57

2596 480

1422 140

235 55

71

10057 2528

For the avoidance of doubt this table does not include obligations or

commitments relating to employee costs
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Purchase obligations

Programme rights

Set-top boxes

Third
party payments

Transponder capacity3

Property plant and

equipment5

Intangible assets

Smartcards15

Other

Borrowings6

Interest costs

Operating Ieases7

Finance leases8

1.973

85

85

41

104

43

235

76

2644

865 49

26

66 79

38 82

108 230

2116

235 812

38 66

66

1385 3.500

At 30 June 2009 the Group had minimum television programming rights

commitments of 3911 million 12008 2356 million of which 445 million

2008 367 million related to commitments payable in US dollars for periods of up

to seven years 2008 eight years

Assuming that movie customer numbers remain unchanged from current levels an

additional 551 million US$839 million of commitments 2008 296 million

US$590 million would also be payable in US dollars relating to price escalator

clauses The pound sterling television programme rights commitments include

similar price escalation clauses that would result in additional commitments of

million 2008 million if customer numbers were to remain at current levels

The third party payment commitments are in
respect of distribution agreements for

the television channels owned and broadcast by third parties retailed by the Group

to retail and commercial customers Sky Distributed Channels and are for periods

of up to five years 2008 six years The extent of the commitment is largely

dependent upon the number of retail customers to the relevant
Sky Distributed

28
Channels and in certain cases upon inflationary increases If both the retail

customer levels to these channels and the rate payable for each Sky Distributed

7.3 28.2
Channel were to remain at current levels subject to inflationary increases the

additional commitment would be 533 million 2008 636 million
25.1 26.3

Transponder capacity commitments are in
respect

of the Astra and Eurobird

25.0 26.1 satellites that the Group uses for digital transmissions to both retail customers and

cable operators The commitments are for periods of up to eleven
years 2008

twelve years

On 21 December 2007 the Group entered into property development agreement

to construct new production and broadcast centre

In December 2008 the Group entered into new contractual agreement with NDS
related party for the provision of smartcards

Further information
concerning borrowings is given in note 22 of the consolidated

financial statements



Directors report financial review

Financial and operating review

continued

At 30 June 2009 our operating lease
obligations totalled 235 million 2008

233 million the majority of which related to property leases

At 30 June 2009 our obligations under finance leases were 71 million 2008
67 million This primarily represents financing arrangements in connection with

the customer management centre in Dunfermline Scotland which expires in

September 2020 and the broadband network infrastructure which expires in

November 2039 For further details see note 22 of the consolidated financial

statements

Trends and other information

The significant trends and factors which have material effect on our financial

performance are outlined below

The number of DTI-l homes increased by 462000 in the current year to

9442000 compared to growth of 398000 in the prior year We expect growth

in customer numbers to continue as result of the implementation of our

current marketing strategy with the aim of achieving our target of 10 million

0TH customers in 2010 Sky and Multiroom customers both increased

substantially in the current year by 48% and l4/a respectively representing

penetration of total DTH customers of 58Ie and 19% respectively On 22 May

2006 we launched our HD service and on 28 January 2009 we reduced the

retail
price of SkyHD box to 49 At 30 June 2009 there were 1.313000

SkyHD customers representing l4/o penetration of total DTH customers an

increase of 815000 in the current year 0TH churn for the current year was

lO.30Io compared to lO.4/o in the prior year Over the medium term we expect

our 0TH churn to remain broadly in line with the current year We launched our

retail broadband service on 18 July 2006 and at 30 June 2009 there were

2203.000 broadband customers We expect continued growth in the number of

retail broadband connections activated in future years The number of Sky Talk

customers increased by 609.000 in the current year to 1850000 We expect

growth in Sky Talk customers to continue Price increases the increased number

of customers to our Multiroom SkyHD Broadband and Sky Talk products and

the launch of new services are expected to generate increased retail revenue on

The operating margin for the current year was around 15% in line with the

prior year In the short term we expect operating margin to be impacted by

expenditure relating to our ongoing investment in broadband services and the

additional investment in accelerating the take-up of SkyHD

During the current year the number of cable homes
receiving Sky Channels in

the UK and Ireland increased by 3023000 to 4271000 This reflected the

return of Sky Basic Channels on the VM platform from 13 November 2008 The

new agreement with VM includes fixed annual
carriage fees for the Channels

and the ability to secure additional capped payments if the Channels meet

certain performance-related targets We currently expect cable subscriber

numbers to remain stable in the foreseeable future although this is dependent

on the strategies of the relevant cable companies generally and as they relate to

the distribution of our Channels for further details see Directors report

review of the business Principal risks and uncertainties

Advertising revenue decreased by 60Io in the current year The UK television

advertising sector is expected to remain challenging in future periods reflecting

the continued wider economic uncertainty

Other revenue of 378 million increased by 24 million in the current year In

the short term we expect other revenue to be impacted by reduction in

conditional access revenue from Setanta Sports SarI however we expect the

impact on operating margin to be offset by the impact of new agreements with

other third
party

channels

Sky Bet revenue increased by 9% in the current year due to growth in the online

betting and gaming business The business is anticipated to continue to grow as

the online business matures

The Groups programming costs have increased in the current year as result of

increased investment in sports rights and higher third party channel costs In the

short term we expect that programming costs will increase due to continued

competition for programming and as result of contracts secured during the

current year and prior year These contracts include five packages of live

Premier league rights in the UK for three years from the 2010/11 season live

coverage of the UEFA Champions League for further three seasons from the

2009/10 season new lye deals for Coca-Cola League Carling Cup and Scottish

Cup football an agreement with the England Wales Cricket Board for all

domestic Test one day and Twenty2o internationals plus the county cricket

competitions exclusively
live until 2013 the extension of our exclusive live

coverage of golfs US Open to 2014 live Rugby Union deals for Englands

autumn and summer tours with the RFU over five years further four seasons

with the Heineken Cup and three year deal for the Guinness Premiership as

well as Super League and international rugby league

However over the long term the Group expects programming costs to increase

at slower rate than the increase in revenues We do expect fluctuations in

programming expense on an absolute basis as the relative timing of licence

period commencement dates for our programming portfolio may differ year

on year

Transmission technology and networks costs increased during the current year

and are expected to continue to increase in future years at higher rate than

the growth in customers resulting in an increased cost per customer This

expected increase reflects the cost of operating our Sky Talk service the growth

of our retail broadband service and the Easynet business increased depreciation

charges and the increase in transponder costs

Marketing costs increased in the current year We expect marketing costs to

increase in the short term principally due to costs associated with the

promotion of our retail subscription services and additional investment in

accelerating the take up of SkyHD

Subscriber management and supply chain costs decreased during the current

year We expect that customer management costs will increase in future periods

due to greater proportion and volume of Sky and SkyHD customers with

installations that
carry higher hardware costs than the standard installations

and increased costs associated with our retail broadband services We expect

that this increase will be partly offset by reduction in the cost of
set-top boxes

following the
acquisition of Amstrad improved cost efficiencies throughout the

supply chain and the impact of set-top box discounts

Administration costs decreased in the current year as result of our focus on

managing central costs Going forward our aim is to hold the rate of growth in

administration costs below that of revenue growth

The Board of Directors is proposing final dividend of 10.1 pence per share

which combined with the interim dividend of 7.5 pence per share will result in

total dividend growth of 501o on the prior year total dividend

Off-balance sheet arrangements
At 30 June 2009 the Company did not have any undisclosed off-balance sheet

arrangements that require disclosure as defined under the applicable rules of

IFRS and the SEC

continued
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Research and development

During the current year the Group made payments totalling 16 million to

related
party for development of encryption technology 2008 16 million

2007 15 million The Group did not incur any other significant research and

development expenditure in the current or prior years

Related party transactions

The Group conducts any business transactions with companies which are part of

the News Corporation group News Corporation major shareholder on an

arms length basis During the year the Group made purchases of goods and

services from News Corporation totalling 212 million 2008 202 million

2007 195 million and supplied services to News Corporation totalling

40 million 2008 36 million 2007 18 million

During the year the Group made purchases of goods and services from joint

ventures and associates totalling 51 million 2008 53 million 2007 49
million and supplied services to joint ventures and associates totalling 15
million 2008 16 million 2006 15 million

For further details of transactions with related parties see note 29 of the

consolidated financial statements

Critical accounting policies

The application of IFRS requires our judgment when we formulate our

accounting policies and when presenting our financial performance and
position

in the consolidated financial statements Judgment is often required in respect

of items where the choice of specific policy to be followed can materially affect

our reported results or net asset position in particular through estimating the

recoverable lives of particular assets or in the timing of transaction recognition

description of our significant accounting policies is disclosed in note of the

consolidated financial statements We consider that our accounting policies in

respect of the following are critical

Revenue

Selecting the appropriate timing for and amount of revenue to be

recognised requires judgment This may involve estimating the fair value of

consideration before it is received When the Group sells
set-top box

installation or service and subscription in one bundled transaction the total

consideration from the arrangement is allocated to each element based on its

relative fair value The fair value of each individual element is determined

using vendor specific or third party evidence The amount of revenue the

Group recognises for delivered elements is limited to the cash received

Judgment is also required in evaluating the likelihood of collection of

customer debt after revenue has been recognised This evaluation requires

estimates to be made including the level of provision to be made for

amounts with uncertain recovery profiles Provisions are based on historical

trends in the percentage of debts which are not recovered or on more

detailed reviews of
individually significant balances

Taxation

The Groups tax charge is the sum of the total current and deferred tax

charges The calculation of the Groups total tax charge necessarily involves

degree of estimation and judgment in respect of certain items whose tax

treatment cannot be
finally determined until resolution has been reached

with the relevant tax authority or as appropriate through formal legal

process

Accruals for tax contingencies require management to make judgments and

estimates in relation to tax audit issues and exposures Amounts accrued are

based on managements interpretation of country-specific tax law and the

likelihood of settlement Tax benefits are not recognised unless the tax

positions are probable of being sustained Once considered to be probable

management reviews each material tax benefit to assess whether provision

should be taken against full recognition of the benefit on the basis of the

likely resolution of the issue through negotiation and/or litigation

The amounts recognised in the consolidated financial statements in respect of

each matter are derived from the Groups best estimation and judgment as

described above However the inherent uncertainty regarding the outcome of

these items means the eventual resolution could differ from the provision and

in such event the Group would be required to make an adjustment in

subsequent period which could have material impact on the Groups profit

and loss and/or cash position

Goodwill

Judgment is required in determining the fair value of identifiable assets

liabilities and contingent assets assumed in business combination

Calculating
the fair values involves the use of significant estimates and

assumptions including expectations about future cash flows discount rates

and the lives of assets following purchase

Judgment is also required in evaluating whether any impairment loss has

arisen against the carrying amount of goodwill This may require calculation

of the recoverable amount of cash generating units to which the goodwill is

associated Such calculation may involve estimates of the net present value

of future forecast cash flows and selecting an appropriate discount rate

Alternatively it may involve calculation of the fair value less costs to sell of

the applicable cash generating unit

Intangible assets and property plant and equipment
The assessment of the useful economic lives of these assets requires

judgment Depreciation and amortisation is charged to the income statement

based on the useful economic life selected This assessment requires

estimation of the period over which the Group will benefit from the assets

Determining whether the carrying amount of these assets has any indication

of impairment also requires judgment If an indication of impairment is

identified further judgment is required to assess whether the carrying

amount can be supported by the net present value of future cash flows

forecast to be derived from the asset This forecast involves cash flow

projections and
selecting the appropriate discount rate

Assessing whether assets meet the required criteria for initial capitalisation

requires judgment This requires determination of whether the assets will

result in future benefits to the Group In particular internally generated

intangible assets must be assessed during the development phase to identify

whether the Group has the ability and intention to complete the development

successfully

Available-for-sale investments

The key areas of judgment in respect of available-for-sale investments are the

assessment of whether there is
objective

evidence that loss event has

occurred after initial recognition of an available-for-sale investment and

whether such loss event has reliably measurable impact on the estimated

future cash flows of the investment At each balance sheet date management

considers whether there is objective evidence that loss event has occurred

and whether it has had an impact on the estimated future cash flows of the

available-for-sale investment If loss event has occurred management

would then consider whether an impairment loss has occurred and the

quantum of that loss

As at 30 June 2009 the Groups available-for-sale investments included

material investment in TV which has been impaired in the year The factors

management considered in determining whether an impairment loss in IN

had occurred included observable data about the estimated future cash flows

of ITV based on ITVs publicly available financial reporting and

announcements publicly available information from financial commentators

about liV and the market in which it operates the historical performance of

Britiuh sky Broadrouling Group pic .7
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Directors report financial review

continued

Financial and operating review

continued

ITVs share price and the regulatory environment
affecting ITV and the

Group The ITV impairment tosses accounted for have been determined with

reference to livs closing equity share
price at 27 March 2009 the last

trading day of the Groups third fiscal quarter All subsequent increases in the

fair value of the liv investment above this impaired value have been recorded

in the available-for-sale reserve

Deferred tax

The key area of judgment in respect of deferred tax accounting is the

assessment of the expected timing and manner of realisation or settlement of

the
carrying amounts of assets and liabilities held at the balance sheet date

In particular assessment is required of whether it is probable that there will

be suitable future taxable
profits against which any deferred tax assets can be

utilised

Programming inventory

The key area of accounting for programming inventory requiring judgment is

the assessment of the appropriate profile over which to recognise

amortisation in the income statement This assessment requires the Group to

form an expectation of the number of times programme will be broadcast

and the value associated with each broadcast

.0 BoOn Sky Broadcantng Group pIn
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For general entertainment programming in order to perform this assessment

otamortisation
profile we consider the expected number of viewers

programme is likely to achieve on repeat broadcast the alternative

programming available to the programming scheduler the potential

marketing benefits relating to the scheduling of certain programmes and the

Groups assessment of its competitors scheduling intentions when

determining the amount of programme expense to recognise for each

broadcast Acquired movie rights are amortised on straight-line basis over

the period of the transmission rights Where contracts for sports rights

provide for multiple seasons or competitions they are amortised on

straight-line basis across the season or competition as our estimate of the

benefits received from these rights is determined to be most appropriately

aligned with
straight-line amortisation profile



Property
Our headquarters are located at leasehold and freehold premises in lsleworth England We own or lease approximately 170 properties the majority of which are

located in the UK The principal properties of the Group we own and lease are as follows

Approximate

square foot

net internal

Location Tenure Use area

ito Grant Way lsleworth England Freehold Offices studios 313085

technology and storage

New Horizons Court Brentford England Leasehold Offices 159632

and Macintosh Road Livingston Scotland Freehold Contact centres 153030

Carnegie Campus Dunfermline Scotland Freehold Contact centre 95852

Marcopolo House and Arches Queenstown Road London England Leasehold Sub-let offices 85509

Brick Lane London England Leasehold Office technical 77.000

West Cross House Brentford England Leasehold Offices 72194

Unit West Cross Industrial Park Brentford England Leasehold Warehouse Offices 72194

The Chilworth Research Centre Southampton England Leasehold Satellite uplink 61937

Athena Court Isleworth England Freehold Offices 53583

Chancellor House 19 Thomas More Square London England Leasehold Offices 53293

Great West House floors 4-9 13 Brentford England Leasehold Offices 36749

123 Buckingham Place Road London England Leasehold Offices 36686

Centre 1-lelfent rue Pletzer L-8080 Betrange Luxembourg Leasehold Offices 2637
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Directors report governance

Board of Directors and senior management
Our Directors are as follows

Andrew Griffith 38

Andrew Higginson 52

Allan Leighton 56

Tom Mockridge 51

James Murdoch 36

Jacques Nasser 61

Dame Gail Rebuck 57

Daniel Rimer 38

Arthur Siskind 70

Lord Wilson of Dinton 66

Age Position with the Company

Director Chairman

Director

Director The Bigger Picture Committee Chairman

Director

Director

DiredorCorporate Governance and Nominations

Committee Chairman

Non-Executive

Independent Non-Executive

number of Board changes occurred during the year On 26 September 2008

Lord Rothschild resigned as Non-Executive Director and Deputy Chairman of

the Company On 10 February 2009 Chase Carey resigned as Non-Executive

Director of the Company and Tom Mockridge was appointed as Non-Executive

Director of the Company in his place

Our senior management who are not members of the Board of Directors

Senior Executives are as follows

Name Age Position with the Company

Deborah Baker 50 Director for People

Andy Brent 49 Group Brand Marketing Director

James Conyers 44 General Counsel

Robin Crossley 50 Strategic Adviser Technology

Mike Darcey 44 Chief Operating Officer

Barney Francis 38 Managing Director Sky Sports

Dave Gormley 46 Group Company Secretary

Didier Lebrat 49 Chief Technology Officer

Graham McWilliam 37 Group Director of Corporate Affairs

William Mellis 53 Group Director of Business Performance

David Rowe 50 Managing Director Enterprise

Brian Sullivan 47 Managing Director Customer Group

Sophie Turner
Laing 48 Managing Director Entertainment and News

Nun Webber 43 Group Director of Strategic Project Delivery

None of the Senior Executives listed above holds directly more than l% of the

issued share
capital

in the Company

Further information with respect to the Directors and Senior Executives is set

out below

Board of Directors

Jeremy Darroch was appointed as Chief Financial Officer CFO and Director

of the Company on 16 August 2004 On December 2007 Mr Darroch was

appointed Chief Executive Officer CEO of the Company and relinquished the

role of CEO Mr Darroch joined DSG international plc lDSG formerly Dixons

Group plc in January 2000 as Retail Finance Director rising to the position of

Group Finance Director in February 2002 Prior to DSG Mr Darroch spent

12 years at Procter Gamble in variety of roles in the UK and Europe latterly

as European Finance Director for its Health Care businesses Mr Darroch is

Non-Executive Director and the Chairman of the Audit Committee of Marks

Spencer Group plc

DaviciF DeVoewas appointed as Director of the Company on 15 December

1994 Mr DeVoe has been Director of News Corporation and its CEO since

October 1990 Mr DeVoe has served as Senior Executive Vice President of News

Corporation since January 1996 Mr DeVoe has been Director of NDS Group plc

NDS Group since October 1996

David Evans was appointed as Director of the Company on 21 September 2001

Since October 2007 Mr Evans has been Chairman of Tucker Box Entertainment

Pty Limited television and feature film production company Mr Evans was

previously President and CEO of Crown Media Holdings Inc and its predecessor

company Hallmark Entertainment Networks from March 1999 Prior to that

Mr Evans was President and CEO of Tele-Communications International Inc

TINTA from January 1998 Prior to joining TINTA from July 1996 Mr Evans

was Executive Vice President of News Corporation President and CEO of Sky

Entertainment Services Latin America LLC and President and Chief Operating

Officer of The Fox Television Network

Nicholas Ferguson was appointed as Director of the Company on 15 June 2004

and Senior Independent Non-Executive Director on 12 June 2007 Mr Ferguson

is Chairman of SVG Capital plc publicly-quoted private equity group and was

formerly Chairman of Schroder Ventures He is also Chairman of the Courtauld

Institute of Art and the Institute of Philanthropy

Andrew Griffith was appointed as CFO and Director of the Company on 7Apr11

2008 Mr Griffith joined Sky in October 1999 and held number of finance roles

prior to his appointment as CFO Mr Griffith previously worked at the investment

bank Rothschild where he advised range of clients in the technology media

and telecommunications sectors Mr Griffith is member of the 100 Group of

Finance Directors and the Institute of Chartered Accountants in England and

Wales and has degree in law from Nottingham University

Andrew Higginson was appointed as Director of the Company on September

2004 Mr Higginson is Chief Executive of Retailing Services and Group Strategy

Director of Tesco plc Tesco Mr Higginson was appointed to the Board of

Tesco in 1997 having previously been the Group Finance Director of the Burton

Group plc Mr Higginson isa member of the 100 Group of Finance Directors and

Chairman of Tesco Personal Finance

Allan Leighton was appointed as Director of the Company on 15 October 1999

Mr Leighton joined ASDA Stores Limited as Group Marketing Director in March

1992 and was appointed CEO in September 1996 In November 1999 he was

appointed President and CEO of Wal-Mart Europe Mr Leighton resigned from all

of these positions in September 2000 Mr Leighton is currently Deputy Chairman

of Seifridges Co Limited George Weston Limited and Loblaws Companies

Limited Mr Leighton was Chairman of Bhs Limited until January 2008 and

Chairman of The Royal Mail Group until March 2009

Tom Mockridge was appointed as Director of the Company on 10 February

2009 Mr Mockridge is the CEO of Sky Italia and Chief Executive European

Television of News Corporation where he oversees News Corporations

television operations in Europe outside the UK Prior to joining Sky Italia

Mr Mockridge held various roles at Star Group Limited Star and was

previously CEO of Foxtel News Corporations Pay-TV joint venture with Telstra

James Murdoch was appointed as Director of the Company on 13 February

2003 and as CEO with effect from November 2003 On December 2007 he

Name

Jeremy Darroch

David DeVoe

David Evans

Nicholas Ferguson

47 Director Chief Executive Officer

62 Director

69 Direcfor

60 Director Senior Independent Director

Remuneration Committee Chairman

Director Chief Financial Officer

Director Audit Committee Chairman

Diredor

Diredor
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was appointed Non-Executive Chairman of the Company having relinquished the

role of CEO Mr Murdoch is Executive Chairman and CEO Europe and Asia at

News Corporation and is member of News Corporations Board of Directors

and Executive Committee Between May 2000 and November 2003 he was

Chairman and CEO of Star Mr Murdoch was appointed Non-Executive Director

of GlaxoSmithKline plc in May 2009 He also serves on the Board of YankeeNets

the Board of Trustees of the Harvard Lampoon and on the Leadership Council of

The Climate Group

Jacques Nasserwas appointed as Director of the Company on November

2002 Mr Nasser served as Member of the Board of Directors and as President

and CEO of Ford Motor Company from 1998 to 2001 Mr Nasser is currently

Partner of One Equity Partners and serves on the Board of BFIP Billiton and the

International Advisory Board of Allianz A.G Until January 2008 Mr Nasser

served on the Board of Brambles Limited and Quintiles Transnational

Corporation Mr Nasser has received an honorary Doctorate of Technology and

graduated in Business from the RMIT University of Melbourne Australia

Because of Mr Nassers significant contributions to the wellbeing of humanity

and to the country of Lebanon he has received the Order of the Cedar In

recognition of Mr Nassers work for Australian industry as an advisor to

government and for education in the area of technology he has been awarded

an Order of Australia and Centenary Medal

Dame Gail Rebuckwas appointed as Director of the Company on November

2002 Dame Gail is Chairman and CEO of The Random House Group Limited one

of the UKs leading trade publishing companies Dame Gail was Trustee of the

Institute for Public Policy Research from 1993 to 2003 Trustee of the Work

Foundation from 2001 to 2008 and was for three years member of the

Governments Creative Industries Task Force Dame Gail is Trustee of the

National Literacy Trust Director of Skillset and sits on the Council of the Royal

College of Art Dame Gail was awarded CBE in the 2000 New Years Honours

List and was made Dame in the 2009 Queens Birthday Honours list Dame

Gail was also named 2009 Veuve Clicquot Business Woman of the Year

Daniel Rimerwas appointed as Director of the Company on April 2008 Mr

Rimer is General Partner of the venture capital firm Index Ventures

Management Limited Index Ventures and established the firms London

office He currently serves on number of boards including Joost N.y Oanda

Corporation Spot Runner Inc FON Wireless Limited Stardoll Inc and Viagogo

Limited Prior to joining Index Ventures Mr Rimer was General Partner of The

Barksdale Group and previously Managing Director of Hambrecht Quists

now JP Morgan Equity Research Group

Arthur Siskind was appointed as Director of the Company on 19 November

1991 Mr Siskind has been the Senior Advisor to the Chairman of News

Corporation since January 2005 Mr Siskind has been an Executive Director of

News Corporation since 1991 and was Group General Counsel of News

Corporation from March 1991 until December 2004 Mr Siskind was Director of

NDS Group from 1996 until February 2009 Director of NAI from 1991 until

January 2005 and Director of Star from 1993 until January 2005 Mr Siskind

was Senior Executive Vice President and General Counsel of Fox Entertainment

Group from August 1998 until January 2005 and Director from August 1998 to

March 2005 Mr Siskind was an Adjunct Professor of Law at the Georgetown Law

Center from 2005 to 2007 Mr Siskind was Adjunct Professor of Law at the

Cornell Law School from 2007 until 2009 Mr Siskind has been member of the

Bar of the State of New York since 1962

Lord Wilson olDinton was appointed as Director of the Company on

13 February 2003 Lord Wilson retired from the Civil Service in 2002 after

serving 36 years in number of UK Government departments including the

Department of the Environment appointed Permanent Secretary in 1992 the

Home Office appointed Permanent Under Secretary in 1994 and was

appointed Secretary of the Cabinet and Head of the Home Civil Service in

January 1998 Since his retirement in September 2002 Lord Wilson has been

Master of Emmanuel College Cambridge In October 2006 he became Non-

Executive Chairman of Hoare and Co Bankers From April 2003 until October

2007 Lord Wilson was Non-Executive Director of Xansa plc Lord Wilson was

made peer in November 2002

Alternate Directors

Director may appoint any other Director or any other person to act as his

Alternate An Alternate Director shall be entitled to receive notice of and attend

meetings of the Directors and committees of Directors of which his appointer is

member and not able to attend The Alternate Director shall be entitled to vote

at such meetings and generally perform all the functions of his appointer as

Director in his absence

On the resignation of the appointer for any reason the Alternate Director shall

cease to be an Alternate Director The appointer may also remove his Alternate

Director by notice to the Company Secretary signed by the appointer making or

revoking the appointment An Alternate Director shall not be entitled to fees for

his service as an Alternate Director

James Murdoch David DeVoe and Arthur Siskind have appointed each of the

others to act as their Alternate Director David Evans has appointed Allan

Leighton as his Alternate Director

Directors interests

The Directors interests in the ordinary shares and options of the Company are

disclosed within the report on Directors remuneration on pages 58 to 66

Directors powers
Details of the powers of the Companys Directors are disclosed in Memorandum

and Articles of Association Directors on page 124

Senior executives

Our Senior Executives are as follows

Deborah Baker joined us in December 2007 as our Director for People She

leads our Human Resources team including organisation and people

development talent resourcing and management and Human Resources

services such as health and safety reward recognition and wellbeing and

delivery

Andy Brent joined us in October 2008 as Group Brand Marketing Director with

responsibility for brand marketing across our growing range of products and

services and exclusive content

James Conyers joined us in April 1993 as Assistant Solicitor During 1998 he was

appointed as our Deputy Head of Legal and Business Affairs In January 2004 he

was appointed as our Head of Legal and Business Affairs and in September

2005 he was appointed as our General Counsel

Robin Cross/vy joined us in 1988 and was appointed National Operations

Manager in 1989 He left in 1991 but subsequently rejoined us in June 1995 as

Director of Digital Development In January 2001 Mr Crossley was appointed

Strategic Adviser Technology

Mike Darcey joined us in February 1998 as our Head of Strategic Planning and in

July 2002 he was appointed as our Group Director of Strategy In February 2006

he was appointed Group Commercial and Strategy Director with extended

responsibility for new group that combined our Strategy Future Technology

Research and Development and Business Development teams Mr Darcey was

appointed Chief Operating Officer in December 2006

British Sky Broaduasting Group plu Si
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Directors report governance

Board of Directors and senior management
continued

Barney Francis joined us in
April 1999 as Producer In July 2009 he was

appointed Managing Director Sky Sports in place of Vic Wakeling who stepped

down from the role on 30 June 2009

Dave Gorm/ey joined us in March 1995 as Assistant Company Secretary and was

appointed as Group Company Secretary in November 1997

Did/er Lebrat joined us in December 2006 as Chief Technology Officer This role

includes overall
responsibility for the Information Technology Network

Infrastructure and Broadcast Technology and Customer and Interactive

Technology teams

Graham Mc William joined us in April 2000 as Strategic Planning Manager In

2003 he was appointed Deputy Head of Strategy and in 2006 Director of

Corporate Communications and Policy In March 2008 Mr McWilliam was

appointed as our Group Director of Corporate Affairs This role includes

responsibility
for our Corporate Communications Policy and Public Affairs

Internal Communications and Bigger Picture activities

William Mel/is joined us in September 2004 as Director of Acquisition

responsible for new customer sales In February 2006 Mr Mellis became

Director of Customer Acquisition and Retention adding responsibility for

marketing to and
retaining our customers In May 2008 Mr Mellis was appointed

Deputy Managing Director Marketing for the Customer Group and in June 2009
he became Group Director of Business Performance This role includes overall

responsibility
for enabling the organisation to drive forward number of

important cross-functional initiatives that will help transform our future

business performance

David Rowe joined us in July 2006 as Managing Director Enterprise Business

and is responsible for our business-to-business services across both television

and telecoms Mr Rowe was CEO of Easynet Group plc until it became
part of Sky

in January 2006 In November 2006 Mr Rowes role was expanded to include

overall responsibility for Sky Bet

Brian Sal/ivan joined us in February 1996 as Subscriber Marketing Manager and

held succession of roles across products sales and marketing until 2006 In

November 2006 Mr Sullivan was appointed as Managing Director Customer

Group with
responsibility for marketing strategy product development and

management sales retention customer service field operations supply chain

and overall customer growth across our residential television broadband and

telephony businesses

Sophie Turner Laing joined us in March 2003 as Director of Film Channels

Acquisitions In 2004 she was appointed Deputy Managing Director Sky

Channels and Services In March 2008 she was appointed Managing Director

Entertainment with overall responsibility for the multi-platform content strategy

for Skys wholly-owned entertainment channels In July 2009 Ms Turner Laings

role was expanded to include overall responsibility for Sky News

V/c Wake/ins joined us in 1991 as Head of Football taking over as Head of Sport

in January 1994 In August 1998 he was appointed Managing Director Sky

Sports and in December 2006 his role was expanded to include overall

responsibility for Sky News Mr Wakeling stepped down as Managing Director

Sky Sports and Sky News on 30 June 2009 and Barney Francis was appointed

Managing Director Sky Sports in his place while Sophie Turner Laing assumed

responsibility for Sky News

A/un Webberjoined us in 1995 and was part
of the core team which launched

Sky Digital and established the Sky Interactive venture In
April 2002 he was

appointed Group Director of Engineering and Platform Technology In July 2006
Mr Webber was appointed Group Director of

Strategic Project Delivery

Mr Webber was Managing Director of Amstrad Limited our subsidiary from

January 2008 to June 2009

There is no arrangement or understanding between any of the above listed

persons and any other person pursuant to which he or she was elected as

Director or Senior Executive

Employees
The average monthly number of full-time equivalent persons including

temporary employees employed by us during the previous three fiscal years

was as follows

Channels and services

Customer service sales and

marketing 8671 7918 7591

Transmission and technology 2276 1.943 1560

Management and administration 1347 1660 1464

14.922 14145 13087

Corporate governance report
The Company is committed to maintaining high standards of corporate

governance in its management of the Group and when accounting to

shareholders The management of the Company values an effective long-term

outlook and sees itself as responsible to the wider range of stakeholders whilst

being accountable for the pursuit of its objectives for the benefit of the

Companys members as whole

This section of the Annual Report has been prepared in accordance with the

Code of Best Practice set out in Section of the Combined Code on Corporate

Governance 2008 Combined Code which is publicly available on the Financial

Reporting Councils website www.frc.org.uk Throughout the year ended 30

June 2009 the Company has been in full compliance with the provisions of

Section of the Combined Code

The Company as foreign issuer with American Depositary Share ADSs listed

on the New York Stock Exchange NYSE is obliged to disclose any significant

ways in which its corporate governance practices differ from the NYSEs

corporate governance listing standards Furthermore the Company must comply

fully with the provisions of the NYSE listing standards which relate to the

composition responsibilities and operation of audit committees These

provisions also incorporate certain rules concerning audit committees

implemented by the SEC and the NYSE under the US Sarbanes-Oxley Act of 2002

The Company has reviewed the NYSEs listing standards and believes that its

corporate governance practices are consistent with the standards with the

following exception The standards state that companies must have

nominating/corporate governance committee composed entirely of independent

directors The Companys Corporate Governance and Nominations Committee is

made up of majority of Independent Non-Executive Directors

Corporate policies

The
policies of the Group aim to enhance and maintain risk management and

through this safeguard the efficiency and effectiveness of the Group Other

policies are committed to improving equality in the workplace share dealing

work
practices on and off-site and social arrangements Copies are readily

available to all staff on the Company intranet

continued

2009

number

2.628

2008

number

2624

2007

number

2472
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Since 2003 the Company has adopted Code of Ethics which applies to the

Companys CEO and CEO who also serves as the
principal accounting officer The

full text of the Code of Ethics is incorporated by reference to the Annual Report

on Form 20-F of the Company for the fiscal year ended 30 June 2003 filed with

the SEC on December 2003

The Board

The Board
currently comprises fourteen Directors made up of two Executive

Directors and twelve Non-Executive Directors majority of eight Non-Executive

Directors are determined to be independent in compliance with the Combined

Code They bring wide range of experience and expertise to the Groups

affairs and
carry significant weight in the Boards decisions The Independent

Non-Executive Directors provide strong independent element and foundation

for good corporate governance Short biographies of each of the Directors are

set out on pages 50 to 51 The table on page 50 identifies those Directors who

are in the view of the Board independent within the meaning of the Combined

Code Prior to appointment and on an annual basis each board member

receives and completes questionnaire to determine factors that may affect

independence according to the Combined Code NYSE Corporate Governance

Rules and Rule 1OA-3 under the Securities Exchange Act of 1934 as amended

the Exchange Act The responses to the questionnaire assist the Board in

ascertaining whether director is independent in character and judgment and

whether there are relationships or circumstances which are likely to affect or

could appear to affect the directors judgment

The Company recognises that all Directors are equally and
collectively

accountable under the law for the proper stewardship of the Companys affairs

The Company maintains directors and officers liability insurance policy which

meets defence costs when the Director is not proved to have acted fraudulently

Executive Directors are not allowed to take on the chairmanship of FUSE 100

company but are allowed to take up one external non-executive FUSE 100

appointment and retain any payments in respect of such appointments

The roles of the Chairman and CEO are separate and have been so since the

Companys shares were admitted to listing in 1994

The full schedule of matters reserved for decision making by the Board can be

found on the Companys corporate website at www.sky.com/corporate

The Chairman

The Chairman is responsible for leadership of the Board ensuring its

effectiveness on all aspects of its role and setting its agenda This includes

ensuring via the Company Secretary that the Directors receive accurate timely

and clear information The duties of the Chairman include the following

to encourage and ensure effective communication with shareholders and

ensure shareholder views are communicated to the Board as whole

to facilitate structure to allow the effective contribution of all Directors and

of non-executive Directors in particular

to create an environment which engenders constructive relations between

executive and non-executive Directors

to organise the business of the Board so that it can be carried out effectively

and efficiently

to lead the Board in discussions regarding the Companys strategy and in the

achievement of its objectives

to ensure Board committees are properly established composed and

operated and

to enhance the Companys public standing and image overall

The Chief Executive Officer

The CEO is responsible for the daily operation of the Company advancing long-

term shareholder value supported by the management team He is accountable

and responsible to the Board for the management and operation of the Company
He is also involved in the management of the social and environmental

responsibilities of the Company The duties of the CEO include the following

to be responsible and accountable to the Board for the management and

operation of the Group

to prepare and implement plans and programmes for the attainment of

approved objectives and to recommend such plans and programmes to the

Board as appropriate

to provide leadership in the Groups commitment to attaining high business

standards generally

to create the conditions within the Group for the efficient operation of all

business units

to establish and maintain relationships with shareholders and potential

shareholders and major external bodies

to keep the Board informed on all matters of material importance and

to chair meetings of the Executive Committee

Senior Independent Director

The Board has appointed one Non-Executive Director Nicholas Ferguson to act

as Senior Independent Director The Senior Independent Director meets with

institutional shareholders and representative bodies throughout the year and is

available to assist shareholders in
resolving concerns should alternative

channels be inappropriate

Non-Executive Directors

The dates on which the Non-Executive Directors initial service agreements
letters of appointment commenced and current expiry dates are as follows

Expiry date of current

Commencement date letter of appointment

David DeVo 15 December 1994 23 October 2009

David Evans1 21 September 2001 22 October 2010
Nicholas Ferguson 15 June 2004 23 October 2009

Andrew Higginson September 2004 23 October 2009

Allan Ueighton 15 October 1999 23 October 2009

Tom Mockridge1 10 February 2009 23 October 2009

James Murdoch December 2007 October 2011

Jacques Nasser November 2002 23 October 2009

Dame Gail Rebuckt1 November 2002 23 October 2009

Daniel Rimer April 2008 October 2011
Arthur Siskind5 19 November 1991 23 October 2009

Uord Wilson of Dinton 13 February 2003 October 2011

These letters of appointment will expire on the day of the Companys AGM in either

2010 or 2011 The date of the AGM in 2011 has yet to be agreed

All Directors are subject to retirement by rotation and reappointment by shareholders in

accordance with the Companys current Articles of Association see Shareholder

information

Notes

Tom Mockridge retires and offers himself for reappointment by shareholders in

accordance with the Companys Articles of Association at the Companys next AGM to

be held on 23 October 2009

lii Non-Executive Directors
retiring by rotation and offering themselves for

reappointment by shareholders at the Companys next AGM to be held on 23 October

2009

iii David DeVoe Allan Ieighton and Arthur Siskind are subject to annual

reappointment by shareholders in accordance with requirement A.7.2 of the
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Combined Code as they have served as Non-Executive Directors for longer than

nine years David Evans will have served as Non-Executive Director for nine

years in September 2010 and will therefore be subject to annual reappointment

with effect from the Companys AGM in 2010

Jeremy Darroch will be subject to retirement by rotation and reappointment by

shareholders at the Companys AGM in October 2010 In accordance with the

Companys current Articles of Association one-third of the Directors must retire

by rotation Therefore assuming that the Board continues to comprise fourteen

Directors four Directors will be required to retire by rotation at the Companys

AGM in 2010 in addition to those then subject to annual reappointment

Accordingly the remaining Directors to retire by rotation in 2010 will be

selected by drawing lots from those Directors who would otherwise be due to

retire by rotation at the AGM of the Company to be held in 2011 one of whom is

Andrew Griffith

Non-Executive Directors letters of appointment do not contain notice period

The letters of appointment are available for inspection at the Companys

registered office address during normal business hours

The Company Secretary

The Company Secretary is available to advise all Directors and is responsible for

ensuring the Board is supplied with all necessary information in reliable

timely manner The Company Secretary ensures good communication between

the Board Board committees and senior management He facilitates Directors

induction and training

Board Practices

The Board is scheduled to meet at least six times year to review appropriate

strategic operational and financial matters as required During the financial

year one of these meetings was held over two days when the Board met to

review the future
strategy

and direction of the Group

Attendance of the current Directors at Board and committee meetings during

the year is set out in the table below

Corporate

Governance and

Board Audit Remuneration Nominations

Number of meetings held in year

Director

James Murdoch Chairman

Jeremy Darroch CEO

Andrew Griffith CFO

David DeVoe

David Evans1

Nicholas Ferguson

Andrew Higginson

Allan Leightonce

Tom Mockridge

Jacques NasserM

Dame Gail Rebuckt

Daniel Rimer

Arthur Siskind

Lord Wilson of Dinton

Chase Carey

Lord Rothschild

if Remuneration Committee member

ii Corporate Governance and Nominations Committee member

iii Audit Committee member

In accordance with good practice the independent Non-Executive Directors of

the Board held separate meetings during the year

Board role

schedule of matters reserved for the full Boards determination and/or

approval is in place which includes

approval of the annual budget and any changes to it

major change in the nature scope or scale of the business of the Group

approval of the interim and final results

approval of any dividend policy

changes relating to the Groups capital structure including reductions of

capital and share buy-backs

the entering into by the Group of commitment or arrangement or any

series of related commitments or arrangements which whether budgeted or

unbudgeted involves or could reasonably involve the payment or receipt by

the Group of amounts equal to or in excess of 100 million in aggregate

value

the entering into by the Group of commitment or arrangement or any

series of related commitments or arrangements with News Corporation any

of its subsidiaries or related party which involves or could reasonably

involve the payment or receipt by the Group of amounts equal to or in excess

of 25 million in aggregate value

approval of resolutions to be put forward to shareholders at general

meeting

changes to the structure size and composition of the Board following if

applicable recommendations from any committee to which the Board

delegates consideration of such issues

appointment and removal of the Chairman of the Board and the CEO and

determining the independence of Non-Executive Directors

The Board has also delegated specific responsibilities to Board committees

notably the Audit Remuneration Corporate Governance and Nominations and

The Bigger Picture committees as set out below Directors receive Board and

committee papers several days in advance of Board and committee meetings In

addition the Board members have access to external professional advice at the

Companys expense Non-Executive Directors serve for an initial term of three

years subject to reappointment by shareholders following appointment

subsequent reappointment by shareholders and Companies Act provisions

relating to the removal of Directors In addition reappointment for further

term is not automatic but may be mutually agreed All of the Directors are

required to retire and offer themselves for reappointment at least once in every

three years Non-Executive Directors who have served for more than nine years

on the Board are subject to annual reappointment in accordance with the

Combined Code

committee of senior management generally meets on weekly basis to allow

prompt discussion of relevant business issues It is chaired by the CEO and

comprises the CFO and other Senior Executives from within the Group

Following appointment to the Board all new Directors receive an induction

tailored to their individual requirements The induction process involves

meeting with all of the Companys Executive Directors and Senior Executives

This facilitates their understanding of the Group and the key drivers of the

business performance The Directors are also provided with copies of the

Companys corporate governance practices and procedures

Directors regularly receive additional information from the Company between

Board meetings including monthly report updating the Directors on the

performance of the Group

Where appropriate additional training and updates on particular issues are

arranged For example during the year the Board received
briefing on the

continued
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new provisions relating to Directors conflicts of interest which became effective

on October 2008

During the year the Directors carried out full evaluation of the performance of

the Board its committees and individual Directors The evaluation consists of

each Director meeting individually with the Chairman of the Corporate

Governance and Nominations Committee The evaluation confirmed that the

Board was satisfied with the Boards overall performance The Non-Executive

Directors also meet separately without the Chairman and Executive Directors

present to evaluate the performance of the Chairman

Following this years review the Corporate Governance and Nominations

Committee and Board have confirmed that all Directors standing for

reappointment at the forthcoming AGM continue to perform effectively and

demonstrate commitment to their roles

Tom Mockridge offers himself for reappointment at the 2009 AGM in accordance

with the Companys Articles of Association Nicholas Ferguson Andrew

Higginson Jacques Nasser and Dame Gail Rebuck retire from the Board by

rotation and being eligible offer themselves for reappointment at this AGM
David DeVoe Allan Leighton and Arthur Siskind are subject to annual

reappointment in accordance with requirement A.7.2 of the Combined Code as

they have served as Non-Executive Directors for longer than nine years

Directors conflicts of interest

The conflicts of interest provisions introduced by the Companies Act 2006 came

into effect on October 2008 survey of Board members interests and other

appointments was carried out by the Corporate Governance and Nominations

Committee during September 2008 and procedures for managing actual and

potential conflicts were recommended to and approved by the Board Should

director become aware that he or she or his or her connected parties have an

interest in an existing or proposed transaction with the Company that director

should
notify

the Company Secretary in writing or inform the Board at the next

Board meeting The Corporate Governance and Nominations Committee and the

Board will continue to monitor and review potential conflicts of interest on

regular basis

Board Committees

Terms of reference for the governance of the Board committees can be found on

the Companys corporate website

Remuneration Committee
The members of the Remuneration Committee are Nicholas Ferguson

Chairman David Evans and Jacques Nasser all of whom are Independent Non-

Executive Directors in compliance with the Combined Code

The Remuneration Committee has clearly defined terms of reference meets at

least twice year and takes advice from the CEO and independent consultants

as appropriate in carrying out its work Following publication of the annual

report meetings and round-table discussions are arranged between the

Remuneration Committee and institutional shareholders to discuss

remuneration policy and aspects of the Committees
report on Directors

remuneration The Remuneration Committee Chairman
reports regularly to the

Board on its activities

James Murdoch and David DeVoe have standing invitation to attend meetings

of the Remuneration Committee Their attendance at these meetings is as

observers only and in non-voting capacity

The report on Directors remuneration can be found on pages 58 to 66 In

accordance with the Directors Remuneration Report Regulations 2002 the

Report on Directors remuneration will be put forward for an advisory

shareholder vote at the AGM

Corporate Governance and Nominations Committee
The Corporate Governance and Nominations Committee is chaired by Lord

Wilson of Dinton and its other members are Nicholas Ferguson and Arthur

Siskind The majority of the members of the committee are Independent

Non-Executive Directors in compliance with the Combined Code The Corporate

Governance and Nominations Committee met four times during the year and the

Chairman reports regularly to the Board on its activities Its main duties include

the identification and nomination for approval by the Board of candidates to

fill Board vacancies as they arise

the drafting of requirements for particular appointment to the Board taking

into consideration the present balance of skills knowledge and experience on

the Board

the regular review of the structure size and composition of the Board and to

recommend any changes to the Board or succession planning

the provision of formal letter of appointment setting out clearly what is

expected of new appointees to the Board in terms of time commitment term

of office and committee service as well as their duties and liabilities as

Director including details of the Companys corporate governance policies

and directors and officers liability insurance cover and

the monitoring of the Companys compliance with applicable Corporate

Governance Codes and other similar requirements

On 10 February 2009 Chase Carey resigned as Non-Executive Director of the

Company and Tom Mockridge was appointed as Non- Executive Director of the

Company in his place Tom Mockridge was proposed as Director by News

Corporation to replace Chase Carey Mr Mockridge met with the Chairman of the

Corporate Governance and Nominations Committee and the Senior Independent

Director and his appointment was subsequently approved by the Board

These changes were overseen by the Corporate Governance and Nominations

Committee and were unanimously approved by the Board of Directors

The Corporate Governance and Nominations Committee led the evaluation of the

Board that was completed during the year as discussed earlier in this report

The Committee also reviewed the independence of the Non-Executive Directors

and recommended to the Board that there be no changes to the independent

status of the current Non-Executive Directors The table on page 50 clearly sets

out those Non-Executive Directors who are considered by the Board to be

independent The Boards criteria for determining whether Non-Executive

Director is independent are set out in the Memorandum on Corporate

Governance which can be found on the Companys corporate website The

Committees review took into consideration the fact that Allan eighton had

served on the Board for nine years in October 2008 Provision A.3.1 of the

Combined Code suggests that serving more than nine years could be relevant to

the determination of Non-Executive Directors independence The Committee

concluded that Mr Leighton continued to demonstrate the essential

characteristics of independence expected by the Board and that there are no

relationships or circumstances that are likely to affect or could appear to affect

his judgment In accordance with requirement A.7.2 of the Combined Code Mr

Leighton will be subject to annual reappointment by shareholders with effect

from the Companys AGM in 2009

The Bigger Picture Committee
On 16 June 2009 the Board established The Bigger Picture Committee as

Committee of the Board The Bigger Picture Committee manages the Companys

corporate responsibility and community engagement programme which the

Company has named The Bigger Picture

The Bigger Picture Committee is chaired by Dame Gail Rebuck and its other

members include Lord Wilson of Dinton and James Murdoch The Bigger Picture

Committee replaced the Bigger Picture Steering Group and is expected to meet

British Sky Broadrasting Grosrp pk 55

Anroel Rsport 2009



Directors report governance
continued

Corporate governance report

continued

no less that twice during the next fiscal year The Chairman will report regularly

to the Board on its activities Its main duties include

reviewing and approving the Bigger Picture strategy

reviewing the
reputational

risk
register

and assigning clear roles and

responsibilities for ensuring effective mitigation of identified risks

seeking external stakeholders views on the Bigger Picture
strategy

and

performance

reviewing and approving the annual reporting of Bigger Picture activities

monitoring progress in achieving Bigger Picture objectives and key

performance indicators

ensuring the resources and skills are available to implement the Bigger

Picture strategy and

providing the Board with an overview of the social environmental and ethical

impacts of the Companys activities and how they are being managed

An overview of the Companys corporate responsibility policies activities and

Bigger Picture approach is provided on pages 23 to 25 of the directors report

review of the business

Audit Committee
The Audit Committee which consists exclusively of Independent Non-Executive

Directors in compliance with the Combined Code has clearly defined terms of

reference as laid down by the Board The composition of the Audit Committee is

currently Allan Leighton Dame Gail Rebuck and Andrew 1-ligginson Allan

Leighton resigned as Chairman and Andrew Higginson assumed the role with

effect from 29 July 2009 Allan Leighton remains member of the committee

and there have been no other changes to the composition of the committee

during the year The CFO and representatives from the external auditor and the

internal audit department attend meetings at the request of the Audit

Committee The CEO and other business and finance executives attend meetings

from time to time The Audit Committee Chairman reports regularly to the Board

on its activities

David DeVoe and Arthur Siskind have standing invitation to attend meetings of

the Audit Committee Their attendance at these meetings is as observers only

and in non-voting capacity All three members of the Audit Committee are

independent for the purposes of the Combined Code and Rule 1OA-3b1 under

the Exchange Act The members have wide ranging experience to bring to the

work of the Audit Committee The Audit Committee met five times during the

year Its duties include

making recommendations to the Board in relation to the appointment

reappointment and removal of the external auditors and discussing with the

external auditors the nature scope and fees for the external auditors work

reviewing and making recommendations to the Board regarding the approval

or any amendment to the quarterly half year and annual financial

statements of the Group

reviewing and approving the Groups US Annual Report on Form 20-F
prior to

itsfiling

reviewing the Groups significant accounting policies

reviewing the Groups systems of internal control

reviewing the Groups treasury policies

recommending the appointment of the Groups Director of Internal Audit

reviewing the audit plan and findings of the Groups internal audit function

monitoring and reviewing the effectiveness of the Groups internal audit

function

approving all non-audit services provided by the Groups external auditors in

accordance with the Groups policy

monitoring the Groups whistle-blowing policy
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News UK Nominees Limited subsidiary of News Corporation is major

shareholder in the Group The Audit Committee receives on quarterly basis

schedule of all transactions between companies within the News

Corporation Group and the Group and any other related party transactions

showing all transactions which have been entered into during the year and

which cumulatively exceed 100000 in value

Audit Committee approval is required for the entering into by the Group of

commitment or arrangement or any series of related commitments or

arrangements with News Corporation or any of its subsidiaries or any other

related party which involves or could reasonably involve the payment or

receipt by the Group of amounts equal to or in excess of 10 million but not

exceeding 25 million in aggregate value with News Corporation Any

transaction in excess of 25 million in aggregate value must be submitted to

the Audit Committee and if approved by the Audit Committee must also be

submitted to the full Board for approval

The Audit Committee does not include an Audit Committee Financial Expert as

such term is defined by the SEC rules The Audit Committee members have

considerable financial and business experience and the Board considers that the

membership as whole has sufficient recent and relevant financial experience

to discharge its functions In addition the Board has determined that each

member of the Audit Committee has sufficient accounting or related financial

management expertise as required by the UK
Listing Authoritys Disclosure Rules

and Transparency Rules and the NYSE listing rules Accordingly it is the opinion

of the Board not to formally designate member as the Audit Committee

financial expert

Internal control

The Directors have overall responsibility for establishing and maintaining the

Groups systems of internal control and risk management and for reviewing

their effectiveness These systems are designed to manage and where
possible

eliminate the risk of failure to achieve business objectives and to provide

reasonable but not absolute assurance against material misstatement or loss

An ongoing process for identifying evaluating and managing the significant

risks faced by the Group has been established in accordance with the guidance

of the Turnbull Committee on internal control issued in September 1999 and

updated by the Financial Reporting Council in October 2005 This process has

been in place for the year ended 30 June 2009 and up to the date on which the

financial statements were approved

The Audit Committee on behalf of the Board considers the effectiveness of the

operation of the Groups systems of internal control and risk management

during the year and this review has been carried out for the year ended 30 June

2009 and up to the date on which the financial statements were approved This

review relates to the Company and its subsidiaries and does not extend to joint

ventures The Audit Committee meets on at least quarterly basis with the

Groups Director of Audit and Risk Management and the external auditors

There is comprehensive budgeting and forecasting process and the annual

budget which is regularly reviewed and updated is approved by the Board

Performance is monitored against budget through weekly and monthly reporting

cycles Monthly reports on performance are provided to the Board and the Group

reports
to shareholders each quarter Each area of the Group carries out risk

assessments of its operations and ensures that the key risks are addressed

The internal audit team provides objective assurance as to the effectiveness of

the Groups systems of internal control and risk management to the Groups

operating management and to the Audit Committee



Managements report on internal control over financial

reporting
The management of the Company is responsible for establishing and

maintaining adequate internal control over financial reporting as defined in Rule

13a-15f under the Exchange Act

Internal control over financial reporting no matter how well designed has

inherent limitations Therefore even those systems determined to be effective

can provide only reasonable assurance with respect to financial statement

preparation and presentation

Further because of changes in conditions the effectiveness of internal control

over financial reporting may vary over time

Management including the CEO and CFO has conducted an evaluation to assess

the effectiveness of the Groups internal control over financial reporting as of

30 June 2009 based upon criteria set forth in the Internal Control-Integrated

Framework issued by the Committee of Sponsoring Organizations of the

Treadway Commission Based on their assessment management concluded

that as at 30 June 2009 the Groups internal control over financial reporting

was effective

The audit reports set out within the Companys Annual Report filed on

Form 20-F are issued in accordance with auditing standards of the Public

Company Accounting Oversight Board US These reports express unqualified

opinions on the consolidated financial statements of the Group as at 30 June

2009 and 30 June 2008 and for the three years ended 30 June 2009 as well as

on the effectiveness of the Groups internal control over financial reporting as at

30 June 2009

Disclosure controls and procedures
The Company maintains disclosure controls procedures and systems that are

designed to ensure that information required to be disclosed in the reports filed

under the Securities Exchange Act is recorded processed summarised and

reported within the time periods specified in the SECs rules and forms and the

Companys UK listing obligations and that such information is accumulated and

communicated to management including the CEO and CFO as appropriate to

allow such timely decisions regarding required disclosures The Company has

established disclosure committee The committee is chaired by the Company

Secretary and its members consist of senior managers from group finance legal

and investor relations It has
responsibility

for considering the materiality of

information including inside information and on timely basis determination

of the disclosure and treatment of such information The committee also has

responsibility for overseeing the process for the formal review of the contents of

the Companys Annual Report and filing on Form 20-F

The Company carried out an evaluation under the supervision and with the

participation of the Companys management including the CEO and CFO of the

effectiveness of the design and operation of these diclosure controls

procedures and systems at 30 June 2009 Based on that evaluation the CEO and

CFO of the Company have concluded that the Companys disclosure controls and

procedures are effective

Changes in internal controls

No change in the Groups internal control over financial reporting has occurred

during the year ended 30 June 2009 that has materially affected or is

reasonably likely to materially affect the Groups internal control over financial

reporting

Use of external auditors

The Group has
policy on the provision by the external auditors of audit and

non-audit services which categorises such services between

those services which the auditors are not permitted to provide

those services which are acceptable for the auditors to provide and the

provision of which has been pre-approved by the Audit Committee and

those services for which the specific approval of the Audit Committee is

required before the auditors are permitted to provide the service

The policy defines the types of services falling under each category and sets out

the criteria which need to be met and the internal approval mechanisms

required to be completed prior to any engagement An analysis of all services

provided by the external auditors is reviewed by the Audit Committee on

quarterly basis

For the year ended 30 June 2009 the Audit Committee has discussed the matter

of audit independence with Deloitte LLP the Groups external auditors and has

received and reviewed confirmation in writing that in Deloitte LLPs professional

judgment Deloitte LLP is independent within the meaning of all UK and US

regulatory and professional requirements and the
objectivity of the audit

engagement partner and audit staff is not impaired

The Audit Committee was satisfied throughout the year that the
objectivity and

independence of Deloitte LLP was not in any way impaired by either the nature

of the non-audit related services undertaken during the year the level of non-

audit fees charged or any other facts or circumstances There were no services

provided during the year that were not either pre-approved by the Audit

Committee or for acceptable services up to the value of 50000 approved by

the CFO with subsequent approval by the Audit Committee in accordance with

the Groups policy

Communication with shareholders

Presentations and webcasts on the development of the business are available to

all shareholders on the Companys corporate website The Company also uses

email alerts and
actively promotes downloading of all reports enhancing speed

and equality of shareholder communication The Company has taken full

advantage of the provisions within the Companies Act 2006 allowing the website

to be used as the primary means of communication with shareholders where

they have not requested hard copy documentation The shareholder information

section on pages 121 to 129 contains further details on electronic shareholder

communications together with more general information of interest to

shareholders which is also included on the Companys corporate website

The Company is committed to maintaining and improving dialogue with

shareholders in order to ensure that the objectives of both the Group and the

shareholders are understood

programme of meetings with institutional shareholders fund managers and

analysts takes place each year The Company also makes presentations to

analysts and investors around the time of the half-year and full-year results

announcement conference calls are held with analysts and investors following

the announcement of the first quarter and third quarter results and on

occasion following the announcement of the fourth quarter results and

presentations are made during the year to many existing or potential

shareholders During the year various members of the Board including the

Senior Independent Director met with institutional shareholders and

representative bodies reinforcing the continuation of open dialogue and

discussion of strategy between the Board and its shareholders Non-Executive

Directors are offered the opportunity to attend meetings with major

shareholders and are expected to attend if required

The Board views the AGM as an opportunity to communicate with private

investors and sets aside time at these meetings for shareholders to ask questions

of the Board At the AGM the Chairman provides brief summary of the

Companys activities for the previous year to the shareholders All resolutions at

the 2008 AGM were voted byway of an electronic poll This follows best practice

and allows the Company to count all votes rather than just those of shareholders
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attending the meeting As recommended by the Combined Code all resolutions

were voted separately and the voting results which included all Votes cast for

against and those withheld together with all proxies lodged prior to the meeting

were indicated at the meeting and the final results were released to the London

Stock Exchange as soon as practicable after the meeting The announcement was

also made available on the Companys corporate website As in previous years

the proxy form and the announcement of the voting results made it clear that

vote withheld is not vote in law and will not be counted in the calculation of

the proportion of the votes for or against the resolution

Directors responsibilities

The responsibilities of the Directors are set out on page 69

Report on Directors remuneration

Remuneration Committee

1.1 Role of the Remuneration Committee and terms of

reference

The Remuneration Committee the Committee is responsible for

recommendations to the Board regarding

the design and implementation of incentive compensation arrangements

including share-based schemes

remuneration packages for Executive Directors of the Company including

basic salary performance-based bonus and long-term incentives pensions

and other benefits and

the Companys policy on remuneration for Board Directors and other Senior

Executives of the Group who report directly to the CEO In the latter case

decisions shall be recommended to the Committee by the CEO

any payments or benefits offered to employees in excess of 250000 which

do not form part of an employees expected remuneration or benefits require

the approval of the Committee

The full terms of reference for the Committee are available on the Companys

corporate website

1.2 Membership of the Committee

During the year ended 30 June 2009 the Committee met five times and was

comprised of the following Independent Non-Executive Directors

Members

David Evans

Nicholas Ferguson Chairman

Jacques Nasser

Advisors

Hewitt New Bridge Street HNBS act as the advisors to the Committee I-INBS

advises on all aspects of senior executive remuneration and has no other

connection with the Company other than in the provision of advice on executive

and employee remuneration Previously the Committee engaged the services of

lead adviser Patterson Associates LIP and support adviser HNBS

The Chief Executive and the Director for People also provide information to the

Committee on remuneration but not in respect of their own remuneration The

Committee was supported by the Company Secretary the finance and the

human resources functions No executive was present when matters affecting

his remuneration were considered

From time to time the Company holds consultation meetings with range of

institutional investors concerning aspects of the Committees policy and has

taken their advice into account in
arriving at remuneration decisions

Remuneration
policy overview

The Committees reward policy aligns Executive Directors remuneration with

shareholders interests

Total remuneration is heavily geared towards paying for performance If

targets are not met large amount of pay is at risk The mix of fixed to

variable pay remains one of the lowest in the ElSE 100

Pay is competitive if BSkyBs stretching targets are delivered

Pensions are provided through defined contribution plan The Company
pension contribution rates for Senior Executives are well below market

norms

Appropriate benchmarks are used when reviewing the salaries of the

Executive Directors and Senior Executives The Company uses subset of the

FTSE 100 as its benchmark
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Elements of Executive Director and senior management pay
4.1 Remuneration Mix

Fixed Pay

Performance Period Conditions

Basic salary

see section 4.2

Pension and other benefits

see sections 4.3 and 4.4

Variable Pay

Reflects the market value of the

position as well as the skills and

experience of the incumbent

At below market norms

Salaries reviewed annually

Not applicable

Any increases are reviewed in accordance

with market benchmarking and only if

individual performance merits an increase

Not
applicable

Payable against achievement of

short-term objectives set during

the year

Long Term Incentive Plan LTIP award Payable against achievement of

see section 4.6 stretching long-term objectives

year Targets set by the Committee for

Operating profit

Free cash flow

Customer growth

years 300/o subject to TSR performance vs the

FTSE 100 over three years

00/o subject to year targets

EPS

Operating cash flow

Revenue growth

Co-Investment LTIP award

see section 4.6

Only operates if employee invests own years

money to buy shares Company matches

shares with an LTIP award which vests

after years if performance conditions

are met

The investment will be matched by up to

maximum of 1.5 shares for every

invested subject to three-year

EPS performance condition The

investment
eligible

for matching awards

will be limited to an amount equivalent to

SO% of individuals annual bonus

Annual cash bonus

see section 4.5
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Directors report governance
continued

Report on Directors remuneration

continued

Remuneration mix

The charts below show the relative weight of the elements making up the

remuneration mix

Notes to chart

Fixed Pay

Maximum

Bonus

Target performance assumes target annual bonus and threshold
vesting

under the ITIP

Maximum performance assumes maximum annual bonus and maximum

vesting under the LTIP

The ITIP assumes maximum investment into the co-investment element

The ITIP ignores share
price growth

Fixed Pay
Fixed pay is set below market norms for Executive Directors reflecting

the

Companys policy to reward executives for the performance of the Group

Following the salary increases awarded on July 2009 the Executive Directors

fixed pay is in the lower quartile of the comparator benchmark data

4.2 Basic salary

Basic salaries for Executive Directors and Senior Executives are determined by

the Committee by benchmarking data from external sources relative to industry

sectors/companies of similar size The Committee also assesses pay and

employment conditions of employees in the Company and of other undertakings

within the Company when determining executives remuneration

Executive Directors salaries are below market levels The Committee decided

not to award significant increases this year due to current market

circumstances However it continues to be the Committees intention to move
salaries to market levels over time

The Committee has reviewed salary levels for 2009 and awarded Jeremy

Darroch an increase of 5% to 866250 and Andrew Griffith an increase of 5/o

to 525000 from July 2009

4.3 Pensions

The Group provides pensions to eligible employees through single pension

plan the BSkyB Pension Plan Pension Plan which is defined contribution

plan There are no enhanced arrangements for Executive Directors and the

Group has no legacy defined benefit plans

Executive Directors contribute 4% of pensionable salary basic salary less the

pension offset into the Pension Plan each year and the Group matches this with

contribution of 8/o of pensionable salary

The Plan has income protection of up to two thirds salary or 300000 and

insured death in service of up to one third salary which can be taken entirely as

pension SO/o lump sum and 5O% pension or entirely as lump sum subject to

the lifetime allowance

4.4 Other benefits

Executive Directors are entitled to use of company car and along with all

employees life assurance cover equal to two times base salary increased to

four times base salary if they become members of the Pension Plan and private

medical insurance

Variable Pay
Performance-related elements of pay represent higher proportion of

remuneration than market norms This combined with the fact that the

Companys pension arrangements for Executive Directors are considerably less

generous than those found at comparable companies means that large

amount of pay is at risk Pay is competitive only if the Companys stretching

targets are delivered

4.5 Annual bonus

For the CEO the maximum bonus that may be awarded is 200/o of salary while

for the CFO the maximum bonus that may be awarded is 125/o of salary and

for on-target performance he would receive 1000/0 of salary

Performance during the year ended 30 June 2009 was very strong across the

board and exceeded each of the
targets

for operating profit free cash flow and

DTH customer growth The CEO and CFO were awarded the following bonus

payments

Bonus amount As

lE of salary

Jeremy Darroch 1485000 1BO/o

Andrew Griffith 548500 1l3/o

For the year ending 30 June 2010 the operational measures that will govern

bonus payouts will again be operating profit free cash flow and DTH customer

growth

The Committee retains the discretion to adjust payouts up and down as an

exception if they feel that an important aspect of performance has not been

reflected

4.6 LTIP

The Company operates an LTIP for Executive Directors and Senior Executives

Awards are

subject to stretching performance and TSR measures

made to any employee or full-time Executive Director of the Group at the

discretion of the Committee

normally made as nil priced option

not transferable or pensionable

made over number of shares in the Company determined by the

Committee

are usually satisfied using shares purchased by the Company in the market

Target Remuneration

Average of Executive Directors

Maximum Remuneration

Avenage of Executive Directors
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The Committee believes that conditional performance share awards continue

to be the best long-term incentive vehicle for Executive Directors and Senior

Executives The Committee approved the
facility to award matching shares

through the LTIP Co-Investment awards during the year The Committee

believes that the introduction of the Co-Investment
facility will further align

executives with shareholders by promoting the ownership of shares within the

executive population Awards will first be granted following the payment of the

2008/09 annual bonus and it is intended to be operated annually thereafter

Design of LTIP plan

ii LTIP award

Grants are made every year but
vesting occurs biennially In the first year an

Executive may be granted an award of shares that vests at the end of the three

year performance cycle subject to performance conditions In the second year

further discretionary award of up to normally no more than 100/s of the year

one award can be made This award vests at the same time as the first award
The grant is made in terms of number of shares as opposed to monetary

value and therefore values in relation to
salary may vary with share price

movements

ii Co-Investment hIP award

Executives who participate in the plan will be granted conditional award of

BSkyB shares based on the amount they have invested in the Group These

matching shares will vest three years later only if three year EPS targets are

met up to maximum of 1/2 shares for every share invested The investment

eligible for matching awards will be limited to an amount equivalent to 50/o of

the individuals annual bonus

How the hIP operates

Performance conditions for LTIP

The Committee reviews the performance conditions for the LTIP from time to

time to ensure that they remain appropriate It is currently expected that these

will be similar to those currently used

Vesting of LTIP awards

The awards vest in full or in part dependent on points gained for satisfying

performance targets measured over three years Performance
targets are

calibrated to ensure the achievement of Skys stretching long-term goals and

the cumulative total
points achieved governs vesting

Vesting of 70/a of the award is dependent on operational measures while 3Q%
is governed by TSR performance The

specifics of the measures and
targets are

as follows

7O% based on operational targets

The Committee reviewed the performance conditions
prior to making awards in

July 2008 and concluded that the operational performance conditions should be

amended Previously awards were subject to EPS free cash flow per share

FCF and DTH customer growth For awards made in late 2008 and for

awards to be made in 2009 i.e awards which will vest in 2011 it was decided

that the operational performance conditions should be subject to EPS operating

cash flow and revenue growth It was decided to replace FCF with operating

cash flow as it encourages the conversion of
profit into cash flow and gives

better indication of the underlying health of the business than FCF Revenue

growth has replaced 0TH growth to recognise the growth opportunity or the

contribution
existing customers make to the financial performance through the

number of different products now offered by the Company

achieved Points

Io of target awarded

105Io

10 or more 10 or more 10

100/a 100%

95% 95%

9O/o 90/c

85/c 85%

75% 75%

Less than Less than

75/o 75%

EPS growth FCF 0TH customer growth

Actual points awarded Actual points awarded Actual points awarded

The number of
points awarded exceeded 21 therefore 100% of the operational

portion of the LTIP vested in accordance with the table below

Conditions for awards vesting in 2011

Performance Conditions

Performance Performance

Performance Points achieved Points achieved Points

achieved awarded Io of target awarded Io of target awarded

105/o 105/c

RPI 8/a pa 10 or more 10 or more 10

RPI 7Io pa 100/o lOO/o

RPI 6% pa 95% 95fo

RPI S/o pa 90/o 90%
RPI 4% pa 85/o 85/o

RPI 3% pa 750/o 75%
lessthan Less than Less than

RPI 3/c pa S% 750/a

The total number of
points awarded governs the extent of vesting of the

operational portion according to straight-line vesting schedule

Resulting vesting

0/a of /o of

Total points achieved operational portion overall award

Less than O% 0%

10% 7/c

1O% 100% on 7/o lO% on

straight-line basis
straight-line basis

100/c 70/o
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Points are awarded for performance on three operational measures as follows

Conditions for awards
vesting in 2009

Performance Conditions

EPS growth FCF

Performance

Performance Points achieved Points

achieved awarded Ia of target awarded

105%

0TH customer growth

Performance

RPI 8% pa

RPI l% pa

RPI 6% pa

RPI 5/o pa

RPI 4% pa

RPI 3% pa

Less than

RPI 3% pa

Actual Points Awarded

4.34 10.00 9.29

1-21

21 or more



Directors report governance

Report on Directors remuneration

continued

ii 30% based on TSR Performance awards vesting in 2009 and 2011

The Companys TSR performance is measured relative to the constituents of the

FTSE 100 If the Companys TSR performance is below median the TSR element

of the award lapses with no vesting For median performance one third of the

TSR portion of the award vests For performance in the upper quartile the

whole TSR portion of the award vests For performance between median and

upper quartile vesting is on straight-line basis as shown in the chart below

TSR vesting schedule

Payout

So of grant

TSR calculations are conducted independently by HNBS employing

methodology which averages share prices over three months prior to grants and

the three months prior to the end of the three-year performance period

ii Co-Investment ITIP award

Awards are subject to EPS growth targets EPS growth of RPI 30/o p.a is

required for vesting at target lx match with growth of RPI 6% for maximum

1/2 match straight
line vesting will apply for achievement levels between

3% and 6%

Other share plans

5.1 Management Long-Term Incentive Plan Management
ITt

The Company also operates Management LTIP which has replaced options

granted under the Executive Share Option Scheme Selected employees will

participate in the Management ITIP but this will not include any Executive

Directors or Senior Executives who participate in the LTIP Awards under this

scheme are made at the discretion of the CEO To date the Management LTIP

has mirrored the ITIP for Senior Executives and Executive Directors with the

same performance conditions

5.2 Sharesave Scheme
The Sharesave Scheme is open to all UK and Irish employees Options are

normally exercisable after either three or five years from the date of grant The

price at which options are offered is not less than 80% of the middle-market

price on the dealing day immediately preceding the date of invitation It is the

policy of the Group to make an invitation to employees to participate in the

scheme following the announcement of the year-end results

5.3 20 Year Award Plan

The Company is celebrating its 20th Anniversary in 2009 and in February

marked the occasion with conditional award of 100 shares to each of the

15.000 permanent employees These shares will be delivered in years time to

recognise the loyalty of those still employed They are not subject to any further

performance condition other than continued employment As permanent

employees and Executive Directors of the Company Jeremy Darroch and Andrew

Griffith were each awarded an option over 100 shares under the Plan

5.4 Executive Share Option Schemes Executive Schemes
The Company has in place Approved and Unapproved Executive Share Option

Schemes under Her Majestys Revenue Customs HMRC guidelines

Executive Directors and Senior Executives who participate in the ITIP do not

participate in the Executive Schemes No options have been granted since 2004

Service agreements

Policy

The Committees stated policy is that Executive Directors service agreements

will contain maximum notice period of one year The Committee will also

consider where appropriate to do so reducing remuneration to departing

Director However the Committee will consider such issues on case-by-case

basis and will consider the terms of employment of departing Director large

proportion of each Executive Directors total direct remuneration is linked to

performance and therefore will not be payable to the extent that the relevant

targets are not met

Jeremy Darroch

Jeremy Darrochs initial service contract as CEO with the Company commenced

on 16 August 2004 and his service contract was revised with effect from

December 2007 when he became CEO The new agreement shall continue

unless or until terminated by either
party giving to the other not less than

twelve months notice in writing Jeremy Darroch will be paid bonus amount

depending upon the performance criteria adopted by the Committee for each

financial year during the continuance of his service agreement with the

Company

Jeremy Darroch is also entitled to other benefits namely pension benefits

company car life assurance equal to four times base salary medical insurance

and an entitlement to participate
in the LTIP

Jeremy Darroch has non-compete clause in his service agreement specifying

that he shall not be able to work for any business or prospective business

carried on within the UK which wholly or partially competes with the Groups

businesses at the date of termination of his agreement Such restriction will be

for period of twelve months

On termination of the agreement Jeremy Darroch will be entitled to one years

salary pension and life assurance benefits from the date of termination and

pro-rata bonus up to the date of termination In the instance of the termination

of Jeremy Darrochs employment for cause he would be paid salary and

benefits up to the date of termination but this would not include any pro-rata

bonus

Jeremy Darroch is Non-Executive Director of Marks Spencer Group plc and

retained fees for this appointment of 73000 for the year ended 30 June 2009

Andrew Griffith

Andrew Griffith has service agreement with the Company that commenced on

April 2008 and shall continue unless or until terminated by either party

giving to the other not less than twelve months notice in writing Andrew

Griffith will be paid bonus amount depending upon the performance criteria

adopted by the Committee for each financial year during the continuance of his

service agreement with the Company

Andrew Griffith is also entitled to other benefits namely pension benefits

company car life assurance equal to four times base salary medical insurance

and an entitlement to participate in the LTIP

continued
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Andrew Griffith has non-compete clause in his service agreement specifying

that he shall not be able to work for any business or prospective business

carried on within the UK which wholly or partially competes with the Groups
businesses at the date of termination of his agreement Such restriction will be

for period of twelve months

On termination of the agreement Andrew Griffith will be entitled to one years

salary pension and life assurance benefits from the date of termination and

pro-rata bonus up to the date of termination In the instance of the termination

of Andrew Griffiths employment for cause he would be paid salary and benefits

up to the date of termination but this would not include any pro-rata bonus

Non-Executive Directors

There has been 5% increase in the basic fees payable to the Non-Executive

Directors and the Chairman set by the Board of Directors for the financial year

ending 30 June 2010 basic fees are 52500 2009 50000 Furthermore the

Non-Executive Directors will be paid an additional 10000 2009 10000 per

annum each for membership of the Audit Committee the Remuneration

Committee the Corporate Governance and Nominations Committee and The

Bigger Picture Committee The Chairman and the Chairmen of the Audit

Committee the Remuneration Committee the Corporate Governance and

Nominations Committee and The Bigger Picture Committee each receives an

additional 25000 per annum 2009 25000 Finally the Senior Independent

Director will receive an additional fee of 20000 per annum 2009 15000
Each Non-Executive Director is engaged by the Company for an initial term of

three years Reappointment for further term is not automatic but may be

mutually agreed

On December 2007 James Murdoch relinquished the role of CEO to take up

the role of Non-Executive Chairman His remuneration consists of Chairmans

fees of 25000 per annum together with Non-Executive Directors fee of

52500 2009 50000 Mr Murdoch was paid bonus for his service as CEO

during the 2007/08 financial year which was dependent upon the performance

criteria adopted by the Committee

Upon the appointment of Chairman no amendment to Mr Murdochs LTIP awards

were made The awards are due to vest in August 2009 subject to the

satisfaction of the performance conditions attached Under the terms of

Mr Murdochs service agreement the Company has the facility to pay him in

cash an amount equal to the then market value of the shares that vest Upon the

payment to Mr Murdoch the awards will lapse

The Company encourages the Non-Executive Directors to build up holding in

the Companys shares and going forward has introduced facility whereby Non-

Executive Directors can elect to receive up to 25/o of their fees in BSkyB shares

Shares will be purchased on monthly basis in the market

The Directors who are deemed to be affiliated with News Corporation James
Murdoch David DeVoe Tom Mockridge and Arthur Siskind are not allowed to

participate in the facility due to the fact that under Rule of the Takeover Code

they would be deemed to be acting in concert with News Corporation if they

were to purchase shares in the Company and this would
place News Corporation

under an obligation to make mandatory offer for all of the issued share capital

of the Company

The Committee is aware that the fees for the Chairman are significantly below

market levels and intends to review fee levels for the Chairman in full in the

forthcoming year with view to moving fee levels to be more in line with the

market

Performance graph

The following graph shows the Companys performance measured by TSR in the

five years to 3D June 2009 This graph shows the growth in the value of

hypothetical 100 holding in the Companys ordinary shares over five years

relative to three indices which are considered to be the most relevant broad

equity market indices for this purpose The graph is included to meet

legislative requirement and is not directly relevant to the performance criteria

approved by shareholders for the Companys long-term incentive plans

Breakdown of shareholder return from July 2004 to

30 June 2009

Share interests

The interests of the Directors in the ordinary share capital of the Company

during the year were

Name of Director

Jeremy Darroch

David Evans

Nicholas Ferguson

Andrew Griffith

Andrew Higginson

lord Wilson of Dinton

This table is audited

li Held in the form of lt.000 ADS5 one ADS is equivalent to four ordinary shares

Except as disclosed in this report no other Director held any interest in the

share capital including options of the Company or of any subsidiary of the

Company during the year All interests at the date shown are beneficial and

there have been no changes between July 2009 and 29 July 2009

During the year ended 30 June 2009 the share price traded within the range of

329.Op to 502.5p per share The middle-market
closing price on 26 June 2009

the last trading day of the financial year was 449.5p
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Directors report governance
continued

Report on Directors remuneration
continued

10 Directors remuneration

The emoluments of the Directors for the year are shown below

This table is audited

Notes

50000 44.700

32404 54700

68629 59700

15244

4674460 5063520

Total

emoluments

Salary and Bonus before

Executive

Jeremy Darroch 825.000 1485000 10164 2.320.164

Andrew Griffith 487500 548.500 12129 1.048129

Total

emoluments

including

Total

emoluments

including

Non-Executive

James Murdoch

David Devoe

David Evans

Nicholas Ferguson

Andrew Higginson

Allan eighton

Tom Mockridg

Jacques Nasser

Dame Gail Rebuck

Daniel Rimer

Arthur Sis kind

Lord Wilson of Dinton

1962.050 1423752

567504

75000

50000

60.000

110000

60000

85.000

21875

60000

60000

50000

60000

85000

Total

emoluments

including

16406 2.336570

9906 1.058035

75000

50.000

60000

110000

60.000

85.000

21875

60000

60000

50000

60000

85.000

75.000

50000

60.000

110000

60000

85000

21875

60000

60000

50000

60000

85000

1357475

50000

60000

104603

60.000

85000

60000

60000

11795

60.000

85000

2993124

44700

49.700

59.700

49700

59.700

49700

49700

49700

59.700

Former Directors

Chase Carey 30512 30512 30.512
Rupert Murdochl

Lord Rothschild 17.500 17500 17500
Lord St John of Fawsley

Total emoluments 213738 2.033500 22293 4193180 26312 4219492

Jeremy Darroch appointed CEO on December 2007 received
salary of 825000 from July 2008 E750000 following his appointment as CEO

ii Andrew Griffith appointed CFO on April 2008 received salary of 475000 from July 2008 lE450000 following his appointment as CFO Following an interim review to
take account of his performance the previous CFOs salary and below market benchmark position this was increased to 500000 from January 2009

iii James Murdoch received salary of 1045000 per annum up to December 2007 which was reduced to 75000
per annum on December 2007

following his appointment
as Chairman

iv Tom Mockridge was appointed as Director of the Company on 10 February 2009
Daniel Rimer was appointed as Director of the Company on April 2008

vi Chase Carey resigned as Director of the Company on 10 February 2009
vii Rupert Murdoch resigned as Director of the Company on December 2007
viii Lord Rothschild resigned as Director of the Company on 26 September 2008
ix Lord St John of Fawsley resigned as Director of the Company on November 2006
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11 LTIP

Details of all outstanding awards held under the LTIP are shown below

Number of shares under award

Exercised Lapsed

during during

theyear theyear

Number of options

At Granted Exercised

30 June during the during the

Name of Director 2008 year year

Jeremy Darroch 4281

Andrew Griffith 2580

This table is audited

Options under the Companys Sharesave Scheme are not subject to performance conditions

At Granted

during

the year

3OJune

2008

550000

550000

290000

290.000

295000

600000

100OOO

50000

125.000

125000

At

3OJune

2009

55O0OO

55OOO0

290000

290.000

295.000

600000

100000

50000

125000

125.000

320000

Market
price

Exercise at date

price of exercise

n/a n/a

n/a n/a

n/a n/a

n/a n/a

n/a n/a

n/a n/a

n/a n/a

n/a n/a

n/a n/a

n/a n/a

n/a n/a

Name of Director

James Murdoch

Jeremy Darroch

Andrew Griffith

320.000

This table is audited

Notes The aggregate amount received by the directors under the was nil 2008 5636562
These

options remain exercisable to the fullest extent subject to the achievement of the performance conditions the Company may elect to pay cash

ii These awards were made under the Companys Management plan prior to Andrew Griffiths appointment as Director of the Company on 7Apr11 2008

12 Executive Share Options

Details of all outstanding options held under the Executive Schemes are shown below

Date from

Date of which

Award exercisable
Expiry date

03.08.06 03.08.09 03.08.10

30.07.07 03.08.09 03.08.10

03.08.06 03.08.09 03.08.10

30.07.07 03.08.09 03.08.10

06.02.08 03.08.09 03.08.10

31.07.08 31.07.11 31.07.12

03.08.06 03.08.09 03.08.10

30.05.07 03.08.09 03.08.10

30.07.07 03.08.09 03.08.10

30.04.08 03.08.09 03.08.10

31.07.08 31.07.11 31.07.12

Name of Director

Andrew Griffith

At Granted Exercised Lapsed At Market price Date from

30 June during during during 30 June Exercise at date which
Expiry

2008 the year the year the year 2009 price of exercise exercisable date

303O 3030 9.90 n/a 23.11.03 23.11.10

25222 25222 9.90 n/a 23.11.03 23.11.10

40025 40025 7.94 n/a 06.11.04 06.11.11

44184 44184 6.62 n/a 01.09.07 05.09.13

19819i 19819 5.03 n/a 06.08.08 06.08.14

This table is audited

These are all awards that are outstanding following Andrew Griffiths appointment as Director on April 2008 As reminder the Company has not made any Executive Share

Option awards to any employee since 2004

ii These
options vested following the achievement of the performance target being the growth in BSkyBs EPS being equal to or greater

than the increase in RPI plus 3% per annum

13 Sharesave Scheme options
Details of all outstanding options held under the Sharesave Scheme are shown below

Number of shares under options

At

3OJune

2009

4281

2.580

Exercise

price

Date

from which

exercisable

3.86 01.02.10

3.72 01.02.12

Expiry date

01.08.10

01.08.12
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Report on Directors remuneration

continued

14 20 Year Award Plan

Details of all outstanding awards held under the 20 Year Award Plan are shown below

Number of shares under award

At Granted Exercised At Market
price Date

30 June during the during the 30 June Exercise at date of from which

Name of Director 2008 year year 2009
price exercise exercisable

Expiry date

Jeremy Darroch 100 100 n/a n/a 05.02.12 05.04.12

Andrew Griffith 100 100 n/a n/a 05.02.12 05.04.12

This table is audited

Shares granted under the 20 Year Award Plan are not subject to performance conditions

Signed on behalf of the Board

Nicholas Ferguson

Remuneration Committee Chairman

29July2009
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Other governance and statutory disclosures

Payment policy

The policy of the Group is to agree terms of payment with
suppliers prior to

entering into contractual relationship In the absence of specific agreement
it is the

policy of the Group to pay suppliers in accordance with its standard

payment terms of 45 days The Group had below 45 days purchases

outstanding at 30 June 2009 2008 below 30 days based on the total amount
invoiced by non-programme trade suppliers during the year ended 30 June

2009 Programme creditors include significant balances which are not yet

contractually due In respect of amounts both contractually due and invoiced

the outstanding number of days purchases is below 45 days 2008 below 30

days

Financial instruments

Details of the Groups use of financial instruments together with information on

our risk management objectives and policies and our exposure to price risks

credit risks liquidity risks and cash flow risks can be found in note 23 to the

consolidated financial statements

Share capital

Details of the structure of the Companys share capital and changes in the share

capital during the year are disclosed in notes 24 and 25 to the consolidated

financial statements

The Shareholder information item on pages 121 to 129 contains details of the

rights attaching to the Companys ordinary shares

Major shareholders

The information disclosed to the Company as at 29 July 2009 under Rule of

the Disclosure and Transparency Rules of the Financial Services Authority in

respect of holdings exceeding the 3/o notification threshold is detailed below

Amount Percent

Identity of person or group owned of class

Direct
holding which is subject to restrictions on its

voting rights please see Voting

rights below

lii Indirect holding

Voting rights

Major shareholders have the same voting rights as all other shareholders

voting agreement dated 21 September 2005 was entered into between the

Company BSkyB Holdco Inc News Corporation and News UK Nominees Limited

which became unconditional on November 2005 and caps News UK Nominees

Limiteds voting rights at any general meeting at 37.l9Io The
provisions of the

voting agreement cease to apply on the first to occur of number of

circumstances which include the date on which general offer is made by an

independent person as defined in the voting agreement for the ordinary share

capital of the Company

The ESOP was established to satisfy awards made to participants of the

Companys employee share plans The trustees of the ESOP have waived the

right to dividends payable in respect of the shares held by it except to the

extent of 0.0001/o of the dividend payable on each share At 30 June 2009 the

ESOP had an interest in 14136208 of the Companys ordinary shares The

Trustees who are independent of the Company have full discretion how they

vote the ordinary shares held by the ESOP

Appointment and retirement of Directors

The Directors may from time to time appoint one or more Directors Any such

Director shall hold office only until the next AGM and shall then be
eligible for

reappointment by the Companys shareholders In accordance with the

Companys current Articles of Association one-third of the Directors must retire

by rotation In accordance with the Combined Code any Director who has served

more than three three-year terms other than those holding an executive

position is subject to annual reappointment

Directors powers in relation to the Company issuing its

own shares

The Directors were granted authority at the 2008 AGM to allot relevant

securities up to nominal amount of 289000000 This authority will apply

until the conclusion of this years AGM An ordinary resolution to renew the

Directors
authority

will be proposed at the 2009 AGM special resolution will

also be proposed to renew the Directors powers to make non-pre-emptive

issues for cash in connection with rights issues and otherwise up to nominal

amount of 43500000

Charitable contributions and community and

environmental activities

The Bigger Picture Review which does not form
part of the Annual Report will

be made available online in August 2009 and will provide further information

on the Groups commitment to corporate responsibility including community

and environmental activities see www.sky.com/thebiggerpicture An overview

of the Groups Bigger Picture approach including community and environmental

activities is also provided in the review of the business on page 23

During 2009 the Group gave 2598015 2008 2021649 to charities in the

UK in the form of cash The Groups total community investment cash time in

kind and management costs will be published in The Bigger Picture Review

Political contributions

Political contributions of the Group in the UK during 2009 amounted to nil

2008 2300l

Annual General Meeting
The notice convening the AGM to be held at The Cumberland Hotel Great

Cumberland Place London W1H 7DL on 23 October 2009 at 11.OOam is

available for download from the Companys corporate website at

www.sky.com/corporate

News UK Nominees Limited

Capital Research and Management Company
Brandes Investment Partners LP.1

The Capital Group Companies lnc.5

Legal General Group plc5

686021700 39.14

88008696 5.02

56867820 3.12

55977854 3.10

53183483 3.03
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Directors report governance
continued

Going concern

The Groups business
activities together with the factors

likely to affect its

future development performance and position are set out in the review of the

business on pages 14 to 38 The financial position of the Group its cash flows

and
liquidity position are described irs the financial review on pages 39 to 48 In

addition notes 22 and 23 to the consolidated financial statements include

details of the Groups treasury activities long term funding arrangements
financial instruments and hedging activities and exposure to financial risk

As set out above the Group has sufficient financial resources which together
with

internally generated cash flows will continue to provide sufficient sources

of liquidity to fund its current operations including its contractual and

commercial commitments as set out on pages 45 to 46 its approved capital

expenditure and any proposed dividends and the Group is well placed to

manage its business risks successfully despite the current economic outlook

After making enquires the Directors have formed the judgment at the time of

approving the consolidated financial statements that there is reasonable

expectation that the Group has adequate resources to continue in operational
existence for the foreseeable future For this reason the Directors continue to

adopt the going concern basis in preparing the consolidated financial

statements

Auditors

In accordance with the provisions of Section 418 of the Companies Act 2006
each of the persons who are Directors of the Company at the date of approval of

this report confirms that

so far as the Director is aware there is no relevant audit information as
defined in the Companies Act 2006 of which the Companys auditors are

unaware and

the Director has taken all the steps that he/she ought to have taken as

Director to make himself/herself aware of any relevant audit information as
defined and to establish that the Companys auditors are aware of that

information

resolution to reappoint Deloitte as the Companys auditors will be

proposed at the forthcoming AGM

By order of the Board

Dave Gormley

Company Secretary

29Ju1y2009
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Consolidated financial statements

Statement of Directors responsibility
The Directors are responsible for preparing the Annual Report and the financial

statements in accordance with applicable law and regulations

Company law requires the Directors to prepare financial statements for each

financial year Under that law the Directors are required to prepare the group

financial statements accordance with International Financial Reporting

Standards IFRSs as adopted by the European Union and Article of the AS

Regulation and have also chosen to prepare the Parent Company financial

statements under IFRSs as adopted by the EU Under Company law the Directors

must not approve the accounts unless they are satisfied that they give true and

fair view of the state of affairs of the Company and of the profit or loss of the

Company for that period In preparing these financial statements International

Accounting Standard requires that Directors

properly select and apply accounting poIices

present information including accounting policies in manner that provides

relevant reliable comparable and understandable information

provide additional disclosures when compliance with the specific requirements

in IFRSs are insufficient to enable users to understand the impact of particular

transactions other events and conditions on the entitys financial position and

financial performance and

make an assessment of the Companys ability to continue as going concern

The Directors are responsible for keeping adequate accounting records that are

sufficient to show and explain the Companys transactions and disclose with

reasonable accuracy at any time the financial position of the Company and

enable them to ensure that the financial statements comply with the Companies

Act 2006 They are also responsible for safeguarding the assets of the Company
and hence for taking reasonable steps for the prevention and detection of fraud

and other irregularities

The Directors are responsible for the maintenance and
integrity

of the corporate

and financial information included on the Companys website Legislation in the

United Kingdom governing the preparation anci dissemination of financial

statements may differ from legislation in other jurisdictions

Directors responsibility statement
We confirm that to the best of our knowledge

The financial statements prepared in accordance with International

Financial Reporting Standards give true and fair view of the assets

liabilities financial position and profit or loss of the Company and the

undertakings included in the consolidation taken as whole and

The management report which is incorporated into the Directors report

includes fair review of the development and performance of the business

and the position of the Company and the undertakings included in the

consolidation taken as whole together with description of the
principal

risks and uncertainties that they face

By order of the Board

British Sky Bruaduasting Group plo 69

Annual Report 2009

Chief Executive Officer

29 July 2009

Chief Financial Officer

29July2009



continued

The
report

set out below is provided in compliance with International Standards on Auditing UK and Ireland Deloitte LLP has also issued reports in accordance

with auditing standards of the Public Company Accounting Oversight Board in the US which will be included in the Annual Report on Form 20-F to be filed with the

SEC Those reports are unqualified and include opinions on the consolidated financial statements of the Group as at 30 June 2009 and 30 June 2008 and for the

three years ended 30 June 2009 as well as on the effectiveness of internal control over financial reporting as at 30 June 2009 Managements report on internal

control over financial reporting is set out on page

Auditors report

United Kingdom

INDEPENDENT AUDITORS REPORT TO THE MEMBERS OF

BRITISH SKY BROADCASTING PLC

We have audited the financial statements 01 British Sky Broadcasting plc for the

year ended 30 June 2009 which comprise the Group and Parent Company

Income Statements the Group and Parent Company Balance Sheets the Group

and Parent Company Cash Flow Statements the Group and Parent Company

Statements of Recognised Income and Expense and the related notes to 31

The financial reporting framework that has been applied in their preparation is

applicable law and International Financial Reporting Standards IFRSs as

adopted by the European Union

This report is made solely to the Companys members as body in accordance

with sections 495 496 and 49 of the Companies Act 2006 Our audit work has

been undertaken so that we might state to the Companys members those

matters we are required to state to them in an auditors report and for no other

purpose To the fullest extent permitted by law we do not accept or assume

responsibility to anyone other than the Company and the Companys members

as body for our audit work for this report or for the opinions we have

formed

Respective responsibilities of directors and auditors

As explained more fully
in the Directors

Responsibilities Statement the

directors are responsible for the preparation of the financial statements and for

being satisfied that they give true and fair view Our responsibility is to audit

the financial statements in accordance with applicable law and International

Standards on Auditing UK and Ireland Those standards require us to comply

with the Auditing Practices Boards APBs Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the

financial statements sufficient to give reasonable assurance that the financial

statements are free from material misstatement whether caused by fraud or

error This includes an assessment of whether the accounting policies are

appropriate to the Groups and the Parent Companys circumstances and have

been consistently applied and adequately disclosed the reasonableness of

significant accounting estimates made by the directors and the overall

presentation of the financial statements

Opinion on financial statements

In our opinion

the financial statements give true and fair view of the state of the Groups

and of the Parent Companys affairs as at 30 June 2009 and of the Groups and

the Parent Companys profit
for the year then ended

the financial statements have been properly prepared in accordance with IFRS5

as adopted by the European Union and

the financial statements have been prepared in accordance with the

requirements of the Companies Act 2006 and as regards the Group financial

statements Article of the lAS Regulation

Separate opinion in relation to IFRSs as issued by the

IASB

As explained in note ito the Group financial statements the Group in addition

to complying with its legal obligation to apply IFRS5 as adopted by the European

Union has also applied IFRS5 as issued by the International Accounting

Standards Board IASB

In our opinion the Group financial statements comply with 1FRSs as issued by

the IASB

Opinion on other matters prescribed by the Companies
Act 2006
In our opinion

the part of the Directors Remuneration Report to be audited has been

properly prepared in accordance with the Companies Act 2006 and

the information given in the Directors Report for the financial year for which

the financial statements are prepared is consistent with the financial

statements

Matters on which we are required to report by

exception

We have nothing to report in respect of the following

Under the Companies Act 2006 we are required to report to you if in our

opinion

adequate accounting records have not been kept by the Parent Company or

returns adequate for our audit have not been received from branches not

visited by us or

the Parent Company financial statements and the part of the Directors

Remuneration Report to be audited are not in agreement with the accounting

records and returns or

certain disclosures of directors remuneration specified by law are not made or

we have not received all the information and explanations we require for our

audit

Under the Listing Rules we are required to review

the directors statement contained within the Annual Report in relation to

going concern and

the part of the Corporate Governance Statement relating to the Companys

compliance with the nine provisions of the June 2008 Combined Code specified

for our review

Timothy Powell Senior Statutory Auditor

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditors

London United Kingdom

29 July
2009
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Consolidated Income Statement

for the year ended 30 June 2009

2009 2008 2007

Notes Em Em Em

Revenue 5359 4952 4551

Operating expense 4546 4228 3736

813 724 815

Share of results of joint ventures and associates 15 19 15 12

Investment income 35 47 46

Finance costs 220 177 149

Profit on disposal of joint venture 67

Impairment of available-for-sale investment 191 616

456 60 724

Taxation 197 187 225

Profit loss for the year attributable to equity shareholders of the parent company 259 127 499

Earnings loss per share from profit loss for the year in pence

Basic 10 14.9p 7.3p 28.4p

Diluted 10 14.8p 7.3pl 28.2p

The accompanying notes are an integral part
of this consolidated income statement

All results relate to continuing operations

Consolidated Statement of Recognised Income and Expense
for the year ended 30 June 2009

2009 2008 2007

Notes Em Em Em

Profit loss for the year attributable to equity shareholders of the parent company 259 127 499

Net
profit loss recognised directly in equity

Gain loss on available-for-sale investments 16 96 192 151

Gain loss on cash flow hedges 377 43 70
Tax on cash flow hedges 105 13 21

Exchange differences on translation of foreign operations 25 19

387 158 200

ed in the income statement

Cash flow hedges 351 109

Tax on cash flow hedges 98 33
Transfer to profit flossl on impairment of ava liable-for-sale investment 16 343

253 345 76

134 187 124

Total recognised income and expense for the year 393 60 375

The accompanying notes are an integral part of this consolidated statement of recognised income and expense
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continued

Consolidated Balance Sheet

asat3OJune2009

2009 2008

Notes

Non-current assets

Goodwill 12 852 852

Intangible assets 13 345 303

Property plant and equipment 14 799 722

Investments in joint ventures and associates 15 135 114

Available-for-sale investments 16 261 338

Deferred tax assets 17 17 23

Trade and other receivables 19 21 19

Derivative financial assets 23 202 13

2632 2384

Current assets

Inventories 18 386 310

Trade and other receivables 19 613 566

Short-term deposits 23 90 185

Cash and cash equivalents
23 811 632

Derivative financial assets 23 37

1937 1698

Total assets 4569 4082

Current liabilities

Borrowings 22 465 338

Trade and other payables 20 1.492 1294

Current tax liabilities 173 151

Provisions 21 18 27

Derivative financial liabilities 23 46 83

2194 1893

Non-current liabilities

Borrowings 22 2279 2.108

Trade and other payables 22 66 67

Provisions 21 12 22

Derivative financial liabilities 23 82 160

2439 2357

Total liabilities 4633 4250

Share capital 24 876 876

Share premium 25 1437 1437

Reserves 25 2377 2481

25 64 168

4.569 4082

The accompanying notes are an integral part
of this consolidated balance sheet

These consolidated financial slalements have been approved by the Board of Directors on 29 July 2009 and were signed on its behalf by

Chief Executive Officer Chief Financial Officer
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Consolidated Cash Flow Statement

forthe year ended 30 June 2009

2008 2007

Em Em

997 1007

47 43 46

178 163 128

877 925

11

215 292

124 64
947

32 104

95 170 632

305 579 769

22 37

40 45 76
214

165 154

280 233

102 537

197 381

435 816

632 435

The accompanying notes are an integral part of this consolidated cash flow statement

2009

Notes Em

26 1205

1074

Cash flows from operating activities

Cash generated from operations

Interest received

Taxation paid

Net cash from operating activities

Cash flows from investing activities

Dividends received from joint ventures and associates

Net funding to joint ventures and associates

Purchase of property plant and equipment

Purchase of intangible assets

Purchase of available-for-sale investments

Purchase of subsidiaries net of cash and cash
equivalents purchased

Proceeds from the sale of subsidiaries

Proceeds on disposal of property plant and equipment

Decrease increase in short-term deposits

Net cash used in investing activities

Cash flows from financing activities

Proceeds from borrowings

Repayment of borrowings

Repayment of obligations under finance leases

Proceeds from disposal of shares in Employee Share Ownership Plan ESOP
Purchase of own shares for ESOP

Purchase of own shares for cancellation

Interest paid

Dividends paid to shareholders

Effect of foreign exchange rate movements

Net increase decrease in cash and cash
equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash
equivalents at the end of the year

20

261

139

19

398

434

383 295

16 192

217

298

590

179

632

811
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continued

Notes to the consolidat

Accounting policies

British Sky Broadcasting Group plc the Company is limited liability

company incorporated in England and Wales and domiciled in the United

Kingdom UK The consolidated financial statements include the Company

and its subsidiaries together the Group and its interests in associates and

jointly-controlled entities

Statement of compliance

The consolidated financial statements have been prepared in accordance with

International Financial Reporting Standards IFRS as adopted by the

European Union EU the Companies Act 2006 and Article of the

International Accounting Standard lAS Regulations In addition the Group

also complied with IFRS as issued by the International Accounting Standards

Board IASB

Basis of preparation

The consolidated financial statements have been prepared on going concern

basis as set out in the Directors Report and on an historical cost basis except

for the remeasurement to fair value of financial instruments as described in the

accounting policies below

The Group maintains 52 or 53 week fiscal year ending on the Sunday nearest to

30 June in each year In fiscal year 2009 this date was 28 June 2009 this being

52 week year fiscal year 2008 29 June 2008 52 week year fiscal year 2007

July 2007 52 week year For convenience purposes the Group continues to

date its consolidated financial statements as at 30 June The Group has classified

assets and liabilities as current when they are expected to be realised in or

intended for sale or consumption in the normal operating cycle of the Group

Basis of consolidation

Subsidiaries

Subsidiaries are entities controlled by the Company Control exists when the

Company has the power directly or indirectly to govern the financial and

operating policies of an entity so as to obtain benefits from its activities

Subsidiaries are included in the consolidated financial statements of the

Company from the date control of the subsidiary commences until the date that

control ceases Intra-group balances and any unrealised gains and losses or

income and expenses arising
from intra-group transactions are eliminated in

preparing the consolidated financiai statements

ii Associates and joint ventures

Associates are entities where the Group has significant influence but not control

or joint control over the financial and operating policies of the entity Joint

ventures are those entities which are jointly cOntrolled by the Group under

contractual agreement with another party or parties

These consolidated financial statements include the Groups share of the total

recognised gains and losses of associates and joint ventures using the equity

method from the date that significant influence or joint control commences to

the date that it ceases based on present ownership interests and excluding the

possible exercise of potential voting rights less any impairment losses see

accounting policy
When the Groups interest in an associate or joint venture

has been reduced to nil because the Groups share of losses exceeds its interest

in the associate or joint venture the Group only provides for additional losses to

the extent that it has incurred legal or constructive obligations to fund such

losses or where the Group has made payments on behalf of the associate or

joint venture Where the disposal of an investment in an associate or joint

venture is considered to be highly probable the investment ceases to be equity

accounted and instead is classified as held for sale and stated at the lower of

carrying amount and fair value less costs to sell

Goodwill

Business combinations that have occurred since July 2004 the date of

transition to IFRS the Transition Date are accounted for by applying the

purchase method of accounting Following this method goodwill is initially

recognised on consolidation representing the difference between the fair value

cost of the business combination and the fair value of the identifiable assets

liabilities and contingent liabilities assumed Where business combination

occurs in several stages as result of successive share purchases the goodwill

associated with each stage is calculated using fair value information at the date

of each additional share purchase

In respect of business combinations that occurred
prior to the Transition Date

goodwill has been included at the amounts recognised under the Groups UK

Generally Accepted Accounting Principles UK GAAP accounting policies on

the Transition Date On disposal of subsidiary associate or joint venture the

attributable amount of goodwill is included in the determination of profit or loss

on disposal except for goodwill written off to reserves under UK GAAP
prior

to

the Transition Date which is not reinstated and is not included in determining

any subsequent gain or loss on disposal

Goodwill is stated at cost less any impairment losses and is tested at least

annually for impairment based on the recoverable amounts of the cash generating

unit to which the goodwill has been allocated Any impairment identified is

recognised immediately in the income statement and is not subsequently reversed

The
carrying amount of goodwill in

respect
of associates and joint ventures is

included in the carrying amount of the investment in the associate or joint venture

Goodwill is tested for impairment in line with accounting policy below

Intangible assets and property plant and equipment PPE
Intangible assets

Research expenditure is recognised in operating expense in the income

statement as the expenditure is incurred Development expenditure relating to

the application of research knowledge to plan or design new or substantially

improved products for sale or use within the business is recognised as an

intangible asset from the point at which it is probable that the Group has the

intention and ability to generate future economic benefits from the development

expenditure that the development is
technically

feasible and that the

subsequent expenditure can be measured reliably Any other development

expenditure is recognised in operating expense as incurred

Other intangible assets which are acquired by the Group separately or through

business combination are initially
stated at cost or fair value respectively

less accumulated amortisation and impairment losses other than those that are

classified as held for sale which are stated at the lower of carrying amount and

fair value less costs to sell

Amortisation of an intangible asset begins when the asset is available for use

and is charged to the income statement through operating expense on

straight-line basis over the intangible assets estimated useful life principally

being period between three and ten years unless the asset life is judged to be

indefinite If the useful life is indefinite or the asset is not yet
available for use

no amortisation is charged and an impairment test is carried out at least

annually Other
intangible

assets are tested for impairment in line with

accounting policy below

ii Property plant and equipment

Owned PPE is stated at cost net of accumulated depreciation and any

impairment losses see accounting policy
other than those items that are

classified as held for sale which are stated at the lower of carrying amount and

fair value less costs to sell When an item of PPE comprises major components

having different useful economic lives the components are accounted for as

separate items of PPE
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The Group uses range of 80% to lS0Io for hedge effectiveness and anyAssets held under finance eases which confer rights and obligations similar to

those attached to owned assets are treated as PPE see accounting policy

The cost of PPE less estimated residual value is depreciated in operating

expense on straight-line basis over its estimated useful life Land and assets

that are not yet available for use are not depreciated Principal useful economic

lives used for this purpose are

Freehold buildings

Equipment furniture and fixtures

Borrowing costs are recognised in finance costs in the period in which they are

incurred regardless of how the borrowings have been applied

The Group uses number of derivative financial instruments to hedge its

exposure to fluctuations in interest and foreign exchange rates

Derivatives are held at fair value from the date that derivative contract is

entered into Fair value is defined as the amount for which an asset could he

exchanged or liability settled between knowledgeable willing parties in an

arms length transaction The fair value of derivative financiai instruments is

estimated with reference to the contracted value and the appropriate market

value prevailing at the balance sheet date Certain derivatives held by the Group

which relate to highly probable forecast transactions hedged items which

meet qualifying criteria under lAS 39 Financial Instruments Recognition and

Measurement are designated as cash flow hedges or lair value hedges and

are subject to cash flow hedge accounting or fair value hedge accounting

respectively In certain circumstances only the intrinsic value of derivative has

been designated as cash flow hedge with the remaining fair value not

designated as cash flow hedge Certain other derivatives held by the Group do

not meet the qualifying criteria for recognition for accounting purposes as

hedges despite this being their economic function Changes in the fair values of

these derivatives are recognised immediately in the income statement The

Group does not hold or issue derivatives for speculative purposes

Derivatives that qualify for cash flow hedge accounting

Changes in the fair values of derivatives that are designated as cash flow hedges

cash flow hedging instruments are initially recognised in the hedging

reserve In circumstances where the derivative used is currency option only

changes in the intrinsic value of the option are designated under the cash flow

hedging relationship with all other movements being recorded immediately in

the income statement Amounts accumulated in the hedging reserve are

subsequently recognised in the income statement in the periods in which the

related hedged items are recognised in the income statement

At inception the effectiveness of the Groups cash flow hedges is assessed

through comparison of the principal terms of the hedging instrument and the

underlying hedged item The ongoing effectiveness of the Groups cash flow

hedges is assessed using the dollar-offset approach with the expected cash flows

of hedging instruments being compared to the expected cash flows of the hedged

items This assessment is used to demonstrate that each hedge relationship is

expected to be highly effective on inception has been highly
effective in the

period and is expected to continue to be
highly

effective in future periods The

measurement of hedge ineffectiveness for the Groups hedging instruments is

calculated using the hypothetical derivative method with the fair values of the

hedging instruments being compared to those of the hypothetical derivative that

would result in the designated cash flow hedge achieving perfect hedge

effectiveness The excess of the cumulative change in the fair value of the actual

hedging instrument compared to that of the hypothetical derivative is deemed to

be hedge ineffectiveness which is recognised in the income statement

relationship which has effectiveness outside this range is deemed to be

ineffective and hedge accounting is suspended

When cash flow hedging instrument expires is terminated or is exercised or

if hedge no longer meets the qualifying criteria for hedge accounting any

cumulative gain or loss existing in the hedging reserve at that time remains in

the hedging reserve and is recognised when the forecast transaction is

ultimately recognised in the income statement provided that the underlying

transaction is still expected to occur When forecast transaction is no longer

expected to occur the cumulative gain or loss that was reported in the hedging

reserve is immediately recognised in the income statement and all future

changes in the fair value of the cash flow hedging instruments are immediately

recognised in the income statement

Derivatives that qualify for fair value hedge accounting

The Group has designated certain derivatives as fair value hedges as defined

under lAS 39 Any changes in the fair value of the derivatives are recognised

immediately in the income statement The carrying values of the underlying

hedged items are adjusted for the change in the fair value of the hedged risks

with the gains or losses recognised immediately in the income statement

offsetting the fair value movement on the derivative

Prospective effectiveness is assessed quarterly through comparison of the

principal terms of the hedging instrument and the underlying hedged item

including the likelihood of default by the derivative counterparty The

retrospective effectiveness of the Groups fair value hedges is calculated

quarterly using the cumulative dollar-offset approach with movements in the

fair value of the hedged item being compared to movements in the fair value of

the hedging instrument The Group uses range of 8OIo to l25/o for hedge

effectiveness and any relationship which has effectiveness outside this range is

deemed to be ineffective and hedge accounting is suspended

Embedded derivatives

Derivatives embedded in other financial instruments or other host contracts are

treated as separate derivatives when their risks and characteristics are not

closely related to those of the host contracts and the host contracts are not

carried at fair value with unrealised gains or losses reported in the income

statement Embedded derivatives are carried on the balance sheet at fair value

from the inception of the host contract Changes in fair value are recognised

within the income statement during the period in which they arise

inventories

Acquired and commissioned television programme inventories

Programme inventories are stated at the lower of cost and net realisable value

NRV including where applicable estimated subscriber escalation payments

and net of the accumulated expense charged to the income statement to date

Programming rights are included as inventories when the legally enforceable

licence period commences and all of the following conditions have been met

the cost of each programme is known or reasonably determinable the

programme material has been accepted by the Group in accordance with the

conditions of the rights and the programme is available for its first showing

Prior to being included in inventories the programming rights are classified as

television programme rights not
yet

available for transmission and not recorded

on the Groups balance sheet and are instead disclosed as contractual

commitments see note 27 Payments made upon receipt of commissioned and

acquired programming but in advance of the
legal right to broadcast the

programmes are treated as prepayments

The cost of television programme inventories is recognised in the operating

expense line of the income statement primarily as described below

Assets under finance leases and

leasehold improvements

25 years

to 15 years

esser of lease term and the useful

economic life of the asset
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Accounting policies continued

Sports 100% of the cost is recognised in the income statement on the first

broadcast or where the rights are for multiple seasons or competitions such

rights are principally recognised on straight-line basis across the seasons or

competitions

News 100% of the cost is recognised in the income statement on first broadcast

General entertainment The cost is recognised in the income statement based

on the expected value of each planned broadcast

Movies The cost is recognised in the income statement on straight-line basis

over the period of broadcast rights

Where programme rights are surplus to the Groups requirements and no gain

is anticipated through disposal of the rights or where the programming will

not be broadcast for any other reason write-down to the income statement is

made Any reversals of inventory write-downs are recognised as reductions in

operating expense

ii Set-top boxes routers and related equipment

Set-top boxes including Sky boxes and SkyHD boxes routers and related

equipment are valued at the lower of cost and NRV the latter of which reflects

the value that the business expects to realise from the set-top boxes and related

equipment in the hands of the customer and are recognised through the

operating expense line of the income statement Any subsidy is expensed on

enablement which is the process of
activating the viewing card during

installation so as to enable viewer to view encrypted broadcast services and

effectively represents the completion of the installation process for new

subscribers The amount recognised in the income statement is determined on

weighted average cost basis in accordance with lAS Inventory

iii Raw materials consumables and goods held for resale

Raw materials consumables and goods held for resale are valued at the lower

of cost and NRV The cost of raw materials consumables and goods held for

resale is recognised through the operating expense line of the income statement

on first in first out FIFO basis

Finandal assets and liabilities

Financial assets and liabilities are initially recognised at fair value
plus any

directly attributable transaction costs At each balance sheet date the Group

assesses whether there is any objective evidence that any financial asset is

impaired Financial assets and liabilities are recognised on the Groups balance

sheet when the Group becomes party to the contractual provisions of the

financial asset or liability Financial assets are derecognised from the balance

sheet when the Groups contractual
rights

to the cash flows expire or the Group

transfers substantially all the risks and rewards of the financial assot Financial

liabilities are derecognised from the Groups balance sheet when the obligation

specified
in the contract is discharged cancelled or expires

Available-for-sale investments

Equity investments intended to be held for an indefinite period of time are

classified as available-for-sale investments They are carried at fair value where

this can be reliably measured with movements in fair value recognised directly

in the available-for-sale reserve Where the fair value cannot be reliably

measured the investment is carried at cost

Any impairment losses in equity investments classified as availabie-tor-sale

investments are recognised in the income statement and are not reversible

through the income statement and are determined with reference to the closing

market share price at the balance sheet date Any subsequent increase in the

fair value of the available-for-sale investment above the impaired vaue will be

recognised within the available-for-sale reserve

Available-for-sale investments are included within non-current assets unless

the carrying value is expected to be recovered principally through sale rather

than continuing use in which case they are included within current assets On

disposal the difference between the carrying amount and the sum of the

consideration received and any cumulative gain or loss that had previously been

recognised directly in reserves is recognised in the income statement

ii Trade and other receivables

Trade and other receivables are non-derivative financial assets with fixed or

determinable payments and where no stated interest rate is applicable are

measured at the original invoice amount if the effect of discounting is

immaterial Where discounting is material trade and other receivables are

measured at amortised cost using the effective interest method An allowance

account is maintained to reduce the carrying value of trade and other

receivables for impairment losses identified from objective evidence with

movements in the allowance account either from increased impairment losses

or reversals of impairment losses being recognised in the income statement

iii Cash and cash equivalents

Cash and cash equivalents include cash in hand bank accounts deposits

receivable on demand and deposits with maturity dates of three months or less

from the date of inception Bank overdrafts that are repayable on demand and

which form an integral part of the Groups cash management are also included

as component of cash and cash equivalents where offset conditions are met

iv Short-term deposits

This includes short term deposits and commercial paper which have maturity

dates of more than three months from inception These deposits are initially

recognised at fair value and then carried at amortised cost through the income

statement less any allowance for impairment losses

Trade and other payables

Trade and other payables are non-derivative financial liabilities and are

measured at amortised cost using the effective interest method Trade and other

payables with no stated interest rate are measured at the original invoice

amount if the effect of discounting is immaterial

vi Borrowings

Borrowings are recorded as the proceeds received net of direct issue costs

Finance charges including any premium payable on settlement or redemption

and direct issue costs are accounted for on an accruals basis in the income

statement using the effective interest method and are added to the carrying

amount of the underlying instrument to which they relate to the extent that

they are not settled in the period in which they arise

Transponder rental prepayments

Payments made in respect of future satellite broadcast capacity have been

recorded as prepaid transponder costs These payments are recognised in the

income statement on straight-line
basis over the term of the agreement

Impairment
At each balance sheet date in accordance with lAS 36 Impairment of Assets

the Group reviews the carrying amounts of all its assets excluding inventories

see accounting policy non-current assets classified as held for sale financial

assets see accounting policy and deferred taxation see accounting policy

to determine whether there is any indication that any of those assets have

suffered an impairment loss

An impairment other than an impairment of an investment in joint venture or

associate is recognised in the income statement whenever the carrying amount

of an asset or its cash generating unit exceeds its recoverable amount An
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impairment of an investment in joint venture or associate is recognised within

the share of
profit from joint ventures and associates The recoverable amount

is the greater of net selling price defined as the fair value less costs to sell and

value in use In assessing value in use the estimated future cash flows are

discounted to their present value using pre-tax discount rate that reflects

current market assessments of the time value of money and risks
specific to the

asset Where it is not possible to estimate the recoverable amount of an

individual asset the Group estimates the recoverable amount of the cash

generating unit to which the asset belongs Impairment losses recognised in

respect of cash generating units are allocated first to reduce the carrying

amount of any goodwill allocated to those units and then to reduce the carrying

amount of other assets in the unit on pro-rata basis

An impairment loss for an individual asset or cash generating unit shall be

reversed if there has been change in estimates used to determine the

recoverable amount since the last impairment loss was recognised and is only

reversed to the extent that the assets carrying amount does not exceed the

carrying amount that would have been determined net of depreciation or

amortisation if no impairment loss had been recognised Impairment of

goodwill is not reversed

Provisions

Provisions are recognised when the Group has probable present legal or

constructive obligation to make transfer of economic benefits as result of

past events where reliable estimate is available The amounts recognised

represent the Groups best estimate of the transfer of benefits that will be

required to settle the obligation as of the balance sheet date Provisions are

discounted if the effect of the time value of money is material using pre-tax

market rate adjusted for risks specific to the liability

ESOP reserve

Where the Company or its subsidiaries purchase the Companys own equity

shares the cost of those shares including any attributable transaction costs is

presented within the ESOP reserve as deduction in shareholders equity in the

consolidated financial Statements

Revenue recognition

Revenue which excludes value added tax and transactions between Group

companies represents the gross inflow of economic benefit from Skys

operating activities The Groups main sources of revenue are recognised as

follows

Retail subscription revenue including subscriptions for Sky TV Sky

Broadband and Sky Talk services is recognised as the goods or services are

provided net of any discount given Pay-per-view revenue is recognised

when the event or movie is viewed

Wholesale revenue is recognised as the services are provided to the cable

retailers and is based on the number of subscribers taking the Sky

channels as reported to the Group by the cable retailers and the

applicable rate card or contract

Advertising sales revenue is recognised when the advertising is broadcast

Revenue generated from airtime sales where Sky acts as an agent on

behalf of third parties is recognised on net commission basis

Sky Bet revenue is recognised in accordance with lAS 39 Sky Bet revenue

represents income in the period for
betting and gaming activities defined

as amounts staked by customers less winnings paid out

Installation hardware and service revenue is recognised in the income

statement when the goods and services are delivered

Other revenue principally includes income from Sky Active Sky Card Sky

Mobile TV technical platform services Easynet Enterprise and Amstrad

Other revenue is recognised net of any discount given when the relevant

goods or service are provided

Revenue is measured at the fair value of the consideration received or

receivable When the Group sells set-top box installation or service and

subscription in one bundled transaction the total consideration from the

arrangement is allocated to each element based on their relative fair values The

fair value of each individual element is determined using vendor specific or third

party evidence The amount of revenue the Group recognises for delivered

elements is limited to the cash received

ie

Wages salaries social security contributions bonuses payable and non-

monetary benefits for current employees are recognised in the income

statement as the employees services are rendered

The Group provides pensions to eligible employees through defined contribution

schemes The amount charged to the income statement in the year represents

the cost of contributions payable by the Group to the schemes in exchange for

employee services rendered in that year The assets of the schemes are held

independently of the Group

Termination benefits are recognised as liability when and only when the

Group has demonstrable commitment to terminate the employment of an

employee or group of employees before the normal retirement date or as the

result of an offer to encourage voluntary redundancy

The Group issues
equity-settled and cash-settled share-based payments to

certain employees which must be measured at fair value and recognised as an

expense in the income statement with corresponding increase in equity in the

case of equity-settled payments and liabilities in the case of cash-settled

awards The fair values of equity-settled payments are measured at the dates of

grant using option-pricing models taking into account the terms and conditions

upon which the awards are granted Cash-settled share-based payments are

measured at their fair value as at the balance sheet date The fair value is

recognised over the period during which employees become unconditionally

entitled to the awards subject to the Groups estimate of the number of awards

which will be forfeited either due to employees leaving
the Group prior to

vesting or due to non-market based performance conditions not being met

Where an award has market-based performance conditions the fair value of the

award is adjusted for the
probability

of achieving these via the option pricing

model The total amount recognised in the income statement as an expense is

adjusted to reflect the actual number of awards that vest except where

forfeiture is due to the failure to meet market-based performance measures

In accordance with the transitional provisions in IFRS First-time Adoption of

International Financial Reporting Standards the
recognition

and measurement

principles in IFRS Share-based Payment have only been applied to options and

awards granted after November 2002 that had not vested by January 2005

Leases

Leases are classified as finance leases whenever the terms of the lease transfer

substantially all the risks and rewards incidental to ownership of the asset to the

lessee All other leases are classified as operating leases

When the Group is lessor sublease income from operating leases is recognised

on straight-line basis over the term of the lease

When the Group is lessee assets held under finance leases are recognised as

assets of the Group at their fair value on the date of acquisition or if lower at

the present value of the minimum lease payments The corresponding liability to

the lessor is included in the balance sheet as finance lease obligation Lease

payments are apportioned between finance charges and reductions of the lease

obligation so as to achieve constant rate of interest on the remaining balance

of the liability
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Accounting policies continued

The lease expense arising from operating leases is charged to the income

statement on straight line basis over the term of the lease Benefits received

and receivable as incentives to enter into operating leases are recorded on

straight
line basis over the lease term

Taxation including deferred taxation

The Groups liability
for current tax is based on taxable profit for the year and is

calculated using tax rates that have been enacted or substantively enacted at the

balance sheet date

Deferred tax assets and liabilities are recognised using the balance sheet liability

method providing for temporary differences between the carrying amounts of

assets and liabilities in the balance sheet and the corresponding tax bases used

in the computation of taxable profit Temporary differences arising from goodwill

and the initial recognition of assets or liabilities that affect neither accounting

profit nor taxable profit are not provided for Deferred tax liabilities are

recognised for taxable temporary differences arising on investments in

subsidiaries and associates and interests in
joint ventures except where the

Group is able to control the reversal of the temporary difference and it is

probable that the temporary difference will not reverse in the foreseeable future

The amount of deferred tax provided is based on the expected manner of

realisation or settlement of the carrying amount of assets and liabilities using tax

rates that have been enacted or substantially enacted at the balance sheet date

The carrying amount of deferred tax assets is reviewed at each balance sheet

date and adjusted to reflect an amount that is probable to be realised based on

the weight of all available evidence Deferred tax is calculated at the rates that

are expected to apply in the period when the liability is settled or the asset is

realised Deferred tax assets and liabilities are not discounted Deferred tax is

charged or credited in the income statement except where it relates to items

charged or credited directly to equity in which case the deferred tax is also

included within equity Deferred tax assets and liabilities are offset when there

is legally enforceable right to set off current tax assets against current tax

liabilities and when they relate to income taxes levied by the same taxation

authority and the Group intends to settle its current tax assets and liabilities on

net basis

Distributions to equity shareholders

Dividends are recognised in the retained earnings reserve in the year in which

they are declared

The cost of repurchasing the Groups own equity shares for cancellation share

buy-backs is recorded in retained earnings In addition the nominal cost of

shares repurchased is deducted from share capital and matching credit is

recorded in the
capital redemption reserve

Earnings per share

Basic earnings or loss per share represents the profit or loss for the year divided

by the weighted average number of ordinary shares in issue during the year

excluding the weighted average number of ordinary shares purchased by the

Group and held in the Groups ESOP during the year to satisfy employee share

awards

Diluted earnings or loss per share represents the profit or loss for the year

divided by the weighted average number of ordinary shares in issue during the

year excluding the weighted average number of ordinary shares purchased by

the Group and held in the Groups ESOP during the year to satisfy employee

share awards plus the weighted average number of dilutive shares resulting

from share options where the inclusion of these would not be antidilutive

Foreign currency translation

The Groups functional currency and presentational currency is pounds sterling

Trading activities denominated in foreign currencies are recorded in pounds

sterling at the applicable monthly exchange rates Monetary assets liabilities

and commitments denominated in foreign currencies at the balance sheet date

are reported at the rates of exchange at that date Non-monetary assets and

liabilities denominated in foreign currencies are translated to pounds sterling at

the exchange rate prevailing at the date of the initial transaction Gains and

losses from the retranslation of assets and liabilities are included net in profit

for the year except for exchange differences
arising on non-monetary assets

and liabilities where the changes in fair value are recognised directly in equity

The assets and liabilities of the Groups foreign operations are translated at

exchange rates prevailing on the balance sheet date Income and expense items

are translated at the applicable monthly average exchange rates Any exchange

differences arising are classified as equity and transferred to other reserves

Reportable segments

reportable segment as defined by AS IG Segment Reporting is

distinguishable business or geographical component of the Group that provides

products or services that are subject to risks and rewards that are different

from those of other segments The Group considers its primary reporting format

to be business segments The Group considers that it has only one reportable

segment being the Broadcast segment As the revenue results assets and cash

flows of the Broadcast segment are substantially the same as those of the

consolidated Group no separate analysis has been provided

Accounting Standards interpretations and amendments

to existing standards that are not yet effective

The Group has not yet adopted certain new standards amendments and

interpretations to existing standards which have been published but are only

effective for our accounting periods beginning on or after July 2009 or later

periods These new standards are listed below

IFRS Operating Segments effective January 2009

IFRIC 17 Distributions of Non Cash Assets to Owners effective July

2009

IFRIC 18 Transfers of Assets to Customers effective July 2009

Revision to lAS Presentation of Financial Statements effective

January 2009

Amendments to lAS 23 Borrowing Costs effective January 2009

Revision to IFRS Business Combinations effective July 2009

Revision to lAS 27 Consolidated and Separate Financial Statements

effective July 2009

Amendment to IFRS Share-Based Payment effective January 2009

Amendment to IFRS Non-current Assets FIeld for Sale and Discontinued

Operations effective July 2009

Amendments to lAS 28 Investment in Associates effective January

2009

Amendment to lAS 32 Financial Instruments Presentation effective

January 2009

Amendments to lAS 38 Intangible Assets effective January 2009

Amendment to lAS 39 Financial Instruments Recognition and

Measurement effective January 2009

The Directors are currently evaluating the impact of the adoption of these

standards amendments and interpretations in future periods

Critical accounting policies and the use of judgment

Certain accounting policies are considered to be critical to the Group An

accounting policy is considered to be critical if its selection or application materially

affects the Groups financial position or results The Directors are required to use

their judgment in order to select and apply the Groups critical accounting policies
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Below is summary of the Groups critical accounting policies and details of the

key areas of judgment that are exercised in their application

Revenue see note

Selecting the appropriate timing for and amount of revenue to be recognised

requires judgment This may involve estimating the fair value of consideration

before it is received When the Group sells set-top box installation or service

and subscription in one bundled transaction the total consideration from

the arrangement is allocated to each element based on its relative fair value

The fair value of each individual element is determined using vendor specific

or third party evidence The amount of revenue the Group recognises for

delivered elements is limited to the cash received

Judgment is also required in evaluating the likelihood of collection of

customer debt after revenue has been recognised This evaluation requires

estimates to be made including the level of provision to be made for

amounts with uncertain recovery profiles Provisions are based on

historical trends in the percentage of debts which are not recovered or on

more detailed reviews of individually significairt
balances

ii Taxation see note

The Groups tax charge is the sum of the total current and deferred tax

charges The calculation of the Groups total tax charge necessarily involves

degree of estimation and judgment in respect of certain items whose tax

treatment cannot be finally determined until resolution has been reached with

the relevant tax authority or as appropriate through formal legal process

Accruals for tax contingencies require management to make judgments and

estimates in relation to tax audit issues and exposures Amounts accrued are

based on managements interpretation of country-specific tax law and the

likelihood of settlement Tax benefits are not recognised unless the tax

positions are probable of being sustained Once considered to be probable

management reviews each material tax benefit to assess whether

provision should be taken against full recognition of the benefit on the basis

of the likely resolution of the issue through negotiation and/or litigation

The amounts recognised in the consolidated financial statements in respect

of each matter are derived from the Groups best estimation and judgment

as described above However the inherent uncertainty regarding the

outcome of these items means the eventual resolution could differ from the

provision and in such event the Group would be required to make an

adjustment in subsequent period which could have material impact on

the Groups profit
and loss and/or cash position

iii Goodwill see note 12

Judgment is required in determining the fair value of identifiable assets

liabilities and contingent assets assumed in business combination

Calculating the fair values involves the use of significant estimates and

assumptions including expectations about future cash flows discount rates

and the lives of assets following purchase

Judgment is also required in evaluating whether any impairment loss has

arisen against the carrying amount of goodwill This may require

calculation of the recoverable amount of cash generating units to which the

goodwill is associated Such calculation may involve estimates of the net

present value of future forecast cash flows and
selecting an appropriate

discount rate Alternatively it may involve calculation of the fair value

less costs to sell of the applicable cash generating unit

iv Intangible assets and property plant and equipment

see notes 13 and 14
The assessment of the useful economic lives of these assets requires

judgment Depreciation and amortisation is charged to the income statement

based on the useful economic life selected This assessment requires

estimation of the period over which the Group will benefit from the assets

Determining whether the carrying amount of these assets has any

indication of impairment also requires judgment If an indication of

impairment is identified further judgment is renuired to assess whether

the carrying amount can be supported by the net present value of future

cash flows forecast to be derived from the asset This forecast involves cash

flow projections and selecting the appropriate discount rate

Assessing whether assets meet the required criteria for initial
capitalisation

requires judgment This requires determination of whether the assets will

result in future benefits to the Group In particular internally generated

intangible assets must be assessed during the development phase to

identify
whether the Group has the ability and intention to complete the

development successfully

Available-for-sale investments see note 16

The key areas of judgment in respect of available-for-sale investments are

the assessment of whether there is objective evidence that loss event has

occurred after initial recognition of an available-for-sale investment and

whether such loss event has reliably measurable impact on the

estimated future cash flows of the investment At each balance sheet date

management considers whether there is objective evidence that loss

event has occurred and whether it has had an impact on the estimated

future cash flows of the available-for-sale investment If loss event has

occurred management would then consider whether an impairment loss

has occurred and the quantum of that loss

As at 30 June 2009 the Groups available-for-sale investments included

material investment in ITV plc IT\/ which has been impaired in the year

The factors management considered in determining whether an

impairment loss in TV had occurred included observable data about the

estimated future cash flows of TV based on TVs publicly available

financial reporting and announcements publicly available information

from financial commentators about ITV and the market in which it

operates the historical performance of lWs share price and the

regulatory environment affecting ITV and the Group The TV impairment

losses accounted for have been determined with reference to ITVs closing

equity share price at 27 March 2009 the last trading day of the Groups

third fiscal quarter All subsequent increases in the fair value of the TV

investment above this impaired value have been recorded in the

available-for-sale reserve see accounting policy

vi Deferred tax see note 17

The key area of judgment in respect of deferred tax accounting is the

assessment of the expected timing and manner of realisation or

settlement of the carrying amounts of assets and liabilities held at the

balance sheet date In particular assessment is required of whether it is

probable that there will be suitable future taxable profits against which

any deferred tax assets can be utilised

vii Programming inventory see note 18
The key area of accounting for programming inventory requiring judgment

is the assessment of the appropriate profile over which to recognise

amortisation in the income statement This assessment requires the Group

to form an expectation of the number of times programme will be

broadcast and the value associated with each broadcast

For general entertainment programming in order to perform this

assessment of amortisation profile we consider the expected number of

viewers programme is likely to achieve on repeat broadcast the

alternative programming available to the programming scheduler the

potential marketing benefits relating to the scheduling of certain

programmes and the Groups assessment of its competitors scheduling

intentions when determining the amount of programme expense to

recognise for each broadcast Acquired movie rights are amortised on

straight-line basis over the period of the transmission rights Where

contracts for sports rights provide for multiple seasons or competitions they

are amortised on straight-line basis across the season or competition as

our estimate of the benefits received from these rights is determined to be

most appropriately aligned wilh straight-line amorlisation profile
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Revenue

2009 2008 2007

Em Em Em

Retail subscriptio 4184 3.769 3406

Wholesale subscription
206 181 208

Advertising
308 328 352

Sky Bet 48 44 47

Installation hardware and service 235 276 212

Other 378 354 326

5359 4.952 4551

Included within retail subscription revenue for the
year

ended 30 June 2009 is 36 million of additional revenue representing amounts invoiced in prior years which did not

meet revenue recognition criteria under IFRS until March 2009

Revenue arises from goods and services provided to the UK with the exception of 443 million 2008 365 million 2007 289 million which arises from services

provided to other countries

Operating expense

2009 2008 2007

Em Em Em

Programming 1750 1713 1539

Transmission technology and networks 726 542 402

Marketing 907 743 734

Subscriber management and supply chain 662 700 618

Administratio 501 530 443

546 4228 3.736

Included within programming for the year ended 30 June 2007 is 65 million credit due to the Group arising from certain contractual rights under one of the Groups channel

distribution agreements

ii Included within administration for the
year

ended 30 June 2009 is million 2008 21 million 2007 16 million of expense relating to legal costs incurred on the Groups

ongoing claim against EDS the information and technology solutions provider

iii Included within administration for the year ended 30 June 2008 is million of expense relating to restructuring exercise undertaken following review of operating costs

No further costs have been incurred during the year ended 30 June 2009

Investment income and finance costs

2009 2008 2007

Em Em Em

Investment income

Cash cash equivalents and short-term deposits
30 25 33

Dividends receivable from available-for-sale investments 22 13

35 47 46

2009 2008 2007

Em Em Em

Finance costs

Interest payable and similar charges

billion Revolving Credit Facility RCF 12
Guaranteed Notes see note 22 186 167 135

Finance lease interest

196 180 155

Otherfinance expense income

Remeasurement of borrowings and borrowings-related derivative flnancial instruments

not qualifying for hedge accounting 21
Remeasurement of programming-related derivative financial instruments not qualifying

for hedge accounting

Gain loss arising on derivatives in designated fair value hedge accounting relationship 46 14

Loss gain arising on adjustment for hedged item in designated fair value hedge accounting relationship 46 14
24

220 177 149
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Profit on disposal of joint venture

The Group made no disposals during the year ended 30 June 2009 and no profit or loss or disposal was realised In the year ended 30 June 2008 the Group sold

its 1000/0 stake in BSkyB Nature Limited the investment holding company for the Groups 50/s interest in the NGC-IJK Partnership As consideration for the

disposal the Group received 2lIo interests in both NGC Network International LLC and NGC Network Latin America LLC in effect 210/o of National Geographic

Channels television operations outside of the United States of America This was non-cash transaction and realised profit on disposal of 67 million

Impairment of available-for-sale investment

The Groups investment in TV is carried at fair value The fair value of ITV is determined with reference to its equity share price at the balance sheet date An

impairment was first recorded following review of the carrying value of the investment in TV at 31 December 2007 due to the significant and prolonged decline

in the equity share price In accordance with IFRS the Group has continued to review that carrying value throughout fiscal 2008 and fiscal 2009 and has recognised

an impairment loss of 191 million in the current year 12008 616 million The impairment loss for the year was determined with reference to TVs closing

equity share price of 20.0 pence at 27 March 2009 the last trading day of the Groups third fiscal quarter In line with IFRS all subsequent increases in the fair

value of the TV investment above the impaired value have been recorded in the available-for-sale reserve At 26 June 2009 the last trading day of the Groups

financial year ITVs closing equity share price was 33.8 pence

In accordance with lAS 39 the effect of any further decline in the value of the equity share price of ITV below the price of 20.0 pence as at 27 March 2009 will be

recognised in the income statement at the relevant future balance sheet date On 29 July 2009 the equity share price of IN was 40.8 pence

Profit before taxation

Profit before taxation is slated after charging crediting

2009 2008 2007

Em Em Em

Cost of inventories recognised as an expense 1547 1436 1387

Depreciation and impairment of property plant and equipment 173 155 120

Amortisation and impairment of intangible assets 118 91 72

Rentals on operating leases and similar arrangements 47 46 32

Sub-lease rentals received on operating leases

Consolidated non-current assets outside the UK were 33 million 2008 27 million

Foreign exchange

Foreign exchange gains recognised in the income statement during the year amounted to 10 million 2008 million 2007 million

Audit fees

An analysis of auditors remuneration is as follows

2009 2008 2007

Em Em Em

Fees payable to the Companys auditors for the audit of the Companys annual accounts

Fees payable to the Companys auditors for other services

The audit of the Companys subsidiaries pursuant to legislation

Total audit fees

Other services pursuant to legislation

Information technology services

Total non-audit fees

This information is presented in accordance with UK Companies Act requirements For US reporting purposes following guidance included in Item 16C of

Form 20-F amounts paid to auditors are analysed as follows audit fees million 2008 million 2007 million audit-related fees including tax fees

El million 2008 million 2007 million and all other fees nil 2008 million 2007 million All other fees relate to services provided in respect of

information systems development
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Wages and salaries

Social security costs

Costs of employee share option schemes

Contributions to the Groups pension schemesce

2009

Em

572

60

50

27

709

506 451

52 48

40 35

24 20

622 554

The average monthly number of full-time equivalent persons including temporary employees employed by the Group during the year was as follows

2009 2008

Number Number

2628 2624

8671 7918

2.276 1943

1347 1660

14.922 14145

There are approximately 347 temporary staff included within the average number of full-time equivalent persons employed by the Group

Key management compensation see note 29d

2009

Em

Short-term employee benefits

Share-based payments

Post-employment benefits were less than million 2008 less than million 2007 less than million

Current tax expense

Current year

Adjustment in respect of prior years

Total current tax charge

Deferred tax expense

Origination and reversal of temporary differences

Adjustment in respect of prior years

Total deferred tax credit charge

Taxation

2009

Em

10

197

2008 2007

Em Em

Taxation relates to 190 million UK corporation tax charge 2008 179 million 2007 240 million and million tax charge 2008 million charge 2007

15 million credit in respect of the utilisation of previously recognised Luxembourg trading losses

Emptoyee benefits and key management compensation

eIit

2008

Em

2007

Em

48 million relates to equity-settled share-based payments 2008 36 million 2007 33 million and million relates to cash-settled share-based payments

2008 million 2007 million At 30 June 2009 the total expense relating to non-vested awards not yet recognised was 34 million which is expected to

be recognised over weighted average period of year At 30 June 2009 million was recognised as liabilities arising from share-based payment

transactions 2008 million for which the counterparties right to cash had vested by the end of the year

ii The Group operates defined contribution pension schemes The pension charge for the year represents the cost of contributions payable by the Group to the

schemes during the year The amount payable to the schemes by the Group at 30 June 2009 was million 2008 million

Channels and services

Customer service sales and marketing

Transmission and technology

Management and administration

2007

Number

2472

7591

1560

1464

13087

2007

Em

Taxation

Taxation recognised in the income statement

2008

Em

11

191 172 204

10 15
201 179 189

187

22

14

36

225
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Deferred tax recognised directly in equity

2009 2008 2007

Em Em Em

Deferred tax charge credit relating to share-based payments

Deferred tax charge relating to cash flow hedges 13 12

10 20

Reconciliation of effective tax rate

The tax expense for the year is higher 2008 higher 2007 higher than the expense that would have been charged using the standard rate of corporation tax in

the UK 28Io applied to profit before tax The applicable enacted or substantially enacted rate of UK corporation tax for the year was 28/o 2008 29.5/o 2007

30% The differences are explained below

2009 2008 2007

Em Em Em

Profit before tax 456 60 724

Profit before tax multiplied by standard rate of corporation tax in the UK of 28% 2008 29.5% 2007 30% 128 18 217

Effects of

Non-deductible expense 65 220 19

Deferred tax write off
following change in

legislation

Tax exempt revenuett 61 11

Over under-provision in respect of prior years
10

Taxation 197 187 225

Included within non-deductible expense is the tax effect of the impairment in available-for-sale investments relating to the Groups investment in TV see note

ii For the
year

ended 30 June 2008 induded within tax exempt revenue is the tax effect of the profit on disposal of joint venture relating to the Groups disposal of its 50/o

interest in the NGC-UK Partnership see note

10 Earnings per share

The weighted average number of shares for the year was

2009 2008 2007

Millions of Millions of Millions of

shares shares shares

Ordinary shares 1753 1753 1759

ESOP trust ordinary shares 13
Basic shares 1740 1748 1755

Dilutive ordinary shares from share options 13 12

Diluted shares 1753 1748 1767

The calculation of diluted earnings loss per share excludes 21 million share options 2008 32 million 2007 17 million which could potentially dilute earnings

per share in the future but which have been excluded from the calculation of diluted earnings loss per share as they are anti-dilutive in the year

Basic and diluted earnings loss per share are calculated by dividing the profit or loss for the year into the weighted average number of shares for the year In

order to provide measure of underlying performance management have chosen to present an adjusted profit
for the year which excludes items that may distort

comparability Such items arise from events or transactions that fall within the ordinary activities of the Group but which management believes should be

separately identified to help explain underlying performance
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10 Earnings per share continued

2009 2008 2007

Em Em Em

Reconciliation from profit loss for the year to adjusted profit for the year

Profit loss for the year 259 127 499

Remeasurement of all derivative financial instruments not qualifying for hedge accounting 24

Recognition of deferred revenue see note 36
Deferred tax write off following change in legislation

Cost relating to restructuring exercise

Amount receivable from channel distribution agreement see note 65
Legal costs relating to claim against EDS see note 21 16

Profit on disposal of joint venture see note 67
Impairment of available-for-sale investment see note 191 616

Tax effect of above items 17

Adjusted profit for the year 451 439 461

2009 2008 2007

pence pence pence

Earnings loss per share from profit loss for the year

Basic 14.9 7.3 28.4

Diluted 14.8 7.3 28.2

Adjusted earnings per share from adjusted profit for the year

Basic 25.9 25.1 26.3

Diluted 25.7 25.0 26.1

The calculation of diluted adjusted earnings per share includes 13 million dilutive ordinary shares from share options 2008 million 2007 12 million and

excludes 21 million share options 2008 15 million 2007 17 million which could
potentially

dilute earnings per share in the future

11 Dividends

2009 2008 2007

Em Em Em

Dividends declared and paid during the year

2006 Final dividend paid 6.70p per ordinary share 117

2007 Interim dividend paid 6.60p per ordinary share 116

2007 Final dividend paid 8.90p per ordinary share 156

2008 Interim dividend paid 7.125p per ordinary share 124

2008 Final dividend paid 9.625p per ordinary share 167

2009 Interim dividend paid .50p per ordinary share 131

298 280 233

The 2009 final dividend proposed is 10.10 pence per ordinary share being E176 million The dividend was not declared at the balance sheet date and is therefore

not recognised as liability as at 30 June 2009

Dividends are paid between Group companies out of profits available for distribution subject to inter aba the provisions of the companies articles of association

and the Companies Act 2006 There are restrictions over the distribution of any profits which are not generated from external cash receipts as defined in Technical

Release 1/08 issued by the Institute of Chartered Accountants in England and Wales AU dividends were paid out of
profits available for distribution The ESOP has

waived its rights to dividends
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12 Goodwill

2009 2008

Em Em

Carrying value
852 852

Goodwill has
principally arisen from the Groups purchases of the Sports Internet Group SIG British Interactive Broadcasting BiB Easynet Group Limited

Easynet 365 Media and Amstrad Impairment reviews were performed on these goodwill balances at 30 June 2009 which did not indicate impairment

The amount of goodwill deductible for tax purposes is nil 2008 nil Goodwill allocated by cash generating unit is analysed as follows

2009 2008

Em Em
Broadcast11

673 364

Betting and gaming1 149 149

Easynet Enterprise11 30 30

Interactive
302

Multiple units without significant goodwill

852 852

Due to the gradual and continual
integration of the Interactive business into the Broadcast unit the future cash flows of the Interactive cash generating unit are no

longer separately identifiable from those of the Broadcast cash generating unit and the Group has reviewed and realigned its cash generating units accordingly
Multiple units wIthout significant goodwill have also been moved into the Broadcast unit as part of this review

Recoverable amounts for the cash generating units were calculated on the basis of value in use using cash flows calculated for the next five years as forecast

by management long-term growth rate of 30Io was applied in order to extrapolate cash flow projections beyond this five year period based on future

industry expectations The cash flows were discounted using pre-tax discount rate of B.3% 2008 B.3%

Broadcast

The Broadcast unit includes goodwill arising from the purchase of Easynets UK broadband network assets Easynets UK residential business 365 Medias content

business BiB and Amstrad The key assumptions on which forecast five year cash flows of the Broadcast unit were based include the number of gross DTH
subscriber additions the rate of 0TH churn the average revenue per subscriber acquisition costs per subscriber and anticipated changes in the product mix and

marketing mix of the broadcast business The values assigned to each of these assumptions were determined based on the extrapolation of historical trends within

the Group and external information on expected future trends in the UK and Ireland entertainment and communications industry

ii Betting and gaming
The Betting and gaming unit includes goodwill arising from the purchase of SIG and 365 Medias

betting businesses The key assumptions on which forecast five

year cash flows were based include the number oi weekly unique users the number of bets placed per user per week the average stake per user per week and
the average spend per active user per week The values assigned to each of these assumptions were determined based on an extrapolation of historical trends

within the unit and external information on expected future trends in betting and gaming

iii Easynet Enterprise
The Easynet Enterprise unit includes goodwill arising from the purchase of Easynets enterprise broadband business in the UK and other European countries The

key assumptions on which forecast five year cash flows were based include the number of Easynet Enterprise customers the average revenue per customer and the

operating margin generated per customer The values assigned to each of these assumptions were determined based on an extrapolation of historical trends within

the unit and external information on expected future trends in the enterprise broadband industry
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13 Intangible assets

Cost

At July 2007

Additions from business combinations

Foreign exchange movements

Other additions

Disposals

Transfers

At 30 June 2008

Foreign exchange movements

Other additions

Disposals

Transfers

At 30 June 2009

Amortisation

At July 2007

Foreign exchange movements

Amortisation for the year

Disposals

At 30 June 2008

Foreign exchange movements

Amortisation for the year

Impairments

Disposals

At 30 June 2009

Carrying amounts

At July 2007

At3OJune2008

At3OJune2009

Internally

generated

intangible

assets

Em

89

19

101

39

15

54

38 38

35 29

39 40

Internally

generated

intangible

assets not yet

available

for use

Em

Other

intangible

assets not yet

available

for use

Em

52 455

58 129

29

564

160

23

702

194

91

25
261

117

23
357

Estimated amortisation charge

For intangible assets acquired in business combinations the average amortisation period is years

2009

116

2010 2011

102 72

2012 2013

32 13

Total

Em

Software Other

development Software
intangible

external licenses assets

Em Em Em

62 223 77 41

33 21 12

41 19

91 237

34 20

50

124 302

25 127

14 52

19
35 160

27 50 15 25

58 205 62 32

11
41 102

35 13 39

55
72 17 86

10

12

37

56

66

96

77

97

52 261

102 303

17 86 345

During the year review of the Groups intangible asset categories was undertaken decision was made to further improve the presentation of the Groups
intangible assets by disaggregating software development external and software licenses from the other intangible assets category The prior year

comparatives have been re-presented accordingly

The Groups internally generated intangible assets relate to software development associated with our customer management systems and set-top boxes The

Groups other intangible assets mainly include copyright licences customer lists and relationships patents and brands acquired in business combinations

The estimated future amortisation charge on intangible assets with finite lives for each of the next five years is set out below It is likely that future amortisation

will vary from the figures below as the estimate does not include the impact of any future investments disposals or capital expenditure
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14 Property plant and equipment

Land and Equipment Assets not yet

freehold Leasehold furniture and available for

buildingsoG

Em Lin Em Em Em
Cost

At July 2007
105 64 761 37 967

Additions from business combinations

Foreign exchange movements
10

Other additions
148 46 204

Disposals 30 30
Transfers

25 25
At3OJune2008

108 72 914 58 1152

Foreign exchange movements

Other additions
25 85 136 251

Disposals 51 74 81
Transfers

At3OJune2009 128 77 931 191 1327

Depreciation

At
July 2007 17 19 261 297

Foreign exchange movements

Depreciation
150 155

Disposals 30 30
At3OJune2008 20 22 388 430

Foreign exchange movements

Depreciation 154 165

Impairments

Disposals 73 78
At3OJune2009

22 29 477 528

Carrying amounts

AtiJuly 2007 88 45 500 37 670
At 3OJune 2008 88 50 526 58 722
At3OJune2009

106 48 454 191 799

The amounts shown include assets held under finance eases with net book vaFue of million 12008 million The cost of these assets was million 2008 million
and the accumulated depreciation was million 2008 million Depreciation charged during the

year on such assets was million 2008 million 2007 nil
ii Depreciation was not charged on 32 million of land 2008 27 million
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15 Investments in joint ventures and associates

list of the Groups significant investments in joint ventures and associates including the name country of incorporation and proportion of ownership interest is

given in note 30 to the consolidated financial statements

The movement in joint ventures and associates during the year was as follows

2009 2008

Em Em
Share of net assets

At
July 114 34

Acquisitions and
disposals

Disposal of joint venture 15
Acquisition of associates

82

Movement in net assets

Funding net of repayments

Dividends received 20 11
Share of profits

19 15

Exchange differences on translation of foreign joint ventures and associates 19

At3OJune
135 114

The Groups share of any capital commitments and contingent liabilities of associates and joint ventures is shown in note 27

Investments in joint ventures

Representing the Groups share of each joint venture

2009 2008

Em Em

Non-current assets

Current assets
45 49

Current liabilities

22 24
Non-current liabilities

Shareholders equity 26 28

Revenue
68 72

Expense 55 58
Taxation

Share of profit from joint ventures
11

Investments in associates

Representing 100/o share of each associate

2009 2008

Em Em
Total assets

343 289

Total liabilities

52 64
Shareholders equity 291 225

Revenu
172 132

Profit
45 38

ii Revenue and nrofit numbers are provided for the full year ended 30 June 2009 and 30 June 2008

16 Available-for-sale investments

2009 2008

Em Em

Investment in IT at cost 946 946
tlnrealised

gain on TV investment
96

Impairment of 1W investment
807 616

Fair value of TV investment
235 330

Other investments at cost
26

261 338
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On 17 November 2006 the Group acquired 696 million shares in ITV at price of 135 pence per share representing 17.9% of the issued
capital of TV for total

consideration of 946 million including fees and taxes The Groups investment in ITV is carried at fair value The fair value of ITV is determined with reference to

its equity share price at the balance sheet date An impairment was first recorded following review of the carrying value of the investment in ITV at 31 December
2007 due to the significant and prolonged decline in the equity share price In accordance with IFRS the Group has continued to review that carrying value

throughout fiscal 2008 and fiscal 2009 and has recognised an impairment loss of 191 million in the current year 2008 616 million The impairment loss for the

year was determined with reference to TVs closing equity share price of 20.0 pence at 27 March 2009 the last trading day of the Groups third fiscal quarter
In line with IFRS all subsequent increases in the fair value of the ITV investment above this impaired value have been recorded in the available-for-sale reserve
At 26 June 2009 the last trading day of the Groups financial year TVs closing equity share

price was 33.8 pence

Any disposal of the investment assuming certain other factors remain consistent with those existing at the balance sheet date would be exempt from tax under
the provisions of the Substantial Shareholding Exemption SSE As such the SSE

provisions would prevent any capital loss arising for tax purposes

The Group holds certain unquoted equity investments that are carried at cost less impairment The fair value of these investments is not considered to differ

significantly from their carrying value

17 Deferred tax

Recognised deferred tax assets

Share-based Financial

Fixed asset Short-term payments instrument

temporary temporary temporary temporary

differences Tax losses differences differences differences Total

Em Em Em Em Em Em

15 28 11 54

13 20

18 23

10
22 11 17

Deferred tax assets have been recognised at 30 June 2009 and 30 June 2008 on the basis that from managements current forecast of the Groups entities it is

probable that there will be suitable taxable profits against which these assets can be utilised Tax losses are treated as unrecognised deferred tax assets if it is not

considered probable that suitable future taxable profits will arise During the year any tax losses suffered by UK entities have been relieved against taxable profits
in other UK entities in the Group

The deferred tax asset recognised in respect of tax losses arises
principally in Luxembourg Based on managements forecast there will be suitable future taxable

profits against which this deferred tax asset can be utilised

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the periods in which they reverse The rate enacted or substantially
enacted for the relevant periods of reversal is 28/o in the year ended 30 June 2009 2008 28/o

Certain deferred tax assets and liabilities have been offset The following is the analysis of the deferred tax balances after offset for financial reportingurposes

2009 2O08

Em Em
Deferred tax assets

30 36
Deferred tax liabilities

13 13
17 23

ii Unrecognised deferred tax assets

Tax losses arising from
trading 341

Tax losses arising from capital disposals and provisions against investments 406

747

Deferied tax assets have not been recognised in respect of the items above because it is not probable that future taxable profits will be available against which the

Group can utilise the losses

At July 2007

Credit charge to income

Charge to
equity

Business combinations

At 30 June 2008

Credit charge to income

Chargeto equity

At3OJune2009

2009 2008

Em Em

128

407

535
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Television programme rights

Set-top boxes and related equipment

Other inventories

Gross trade receivables

Less provision for impairment of receivables

Net trade receivables

Amounts receivable from joint ventures and

associates

Amounts receivable from other related parties

Prepayments

Accrued income

VAT

Other

Current trade and other receivables

Non current prepayments

Total trade and other receivables

2009 2008

Em Em

274 219

97 81

15 10

386 310

2008

Em

279

84
195

10

221 149

116 105

52 51

50

566

19

585

Up to 30 days past
due date

30 to 60 days past due date

60 to 120 days past due date

More than 120 days past due date

Trade payables

Amounts owed to joint ventures and associates

Amounts owed to other related parties

Accruals

Deferred income

2009

Em

56 42

11

13

79 72

2009 2008

Em Em

72

14
26

84

2009 2008

Em Em

434 270

42 32

93 105

586 534

269 289

65 61

1492 1294

Included within current trade and other receivables is 54 million 2008
36 million which is due in more than one year

The ageing of the Groups net trade receivables which are past due but not

impaired is as follows

continued

Notes to the consolidated

continued

17 Deferred tax continued

At 30 June 2009 deferred tax asset of 46 million 2008 48 million

principally arising from UK losses in the Group has not been recognised These

losses can only be offset against taxable profits generated in the entities

concerned There is
currently insufficient evidence to support the recognition of

deferred tax asset relating to these losses The UK trading losses can be

carried forward indefinitely

At 30 June 2009 deferred tax asset of 295 million 2008 80 million has

not been recognised in respect of overseas trading losses on the basis that it is

not probable that these temporary differences will be utilised These losses

include 249 million 2008 40 million with respect to the Groups German

holding companys former investment in KirchPayTV and 46 million 2008

40 million with respect to the Groups holdings in Easynets overseas

subsidiaries In respect of the unrecognised deferred tax of 295 million on the

overseas trading losses 277 million relates to losses that can be carried

forward indefinitely and 18 million relates to losses that have
expiry

dates

between 2010 and 2028

At 30 June 2009 deferred tax asset of 391 million 2008 391 million has

not been recognised in respect of potential capital losses related to the Groups

former investment in KirchPayTV on the basis that utilisation of these

temporary differences is not probable At 30 June 2009 the Group also has

capital losses with tax value estimated to be in excess of 15 million 2008
16 million including impairment of football club and other investments

which have not been recognised as deferred tax asset on the basis that it is

not probable that they will be utilised The capital losses can be carried forward

indefinitely

18 Inventories

2008

Em

The Directors consider that the carrying amount of trade and other receivables

approximates to their fair values The Group is exposed to credit risk on its trade

and other receivables however the Group does net have any significant

concentrations of credit risk with exposure spread over large
number of

counterparties and customers Trade receivables principally comprise amounts

outstanding from subscribers advertisers and other customers

During the fiscal year 2008 the Group identified an immaterial gain contingency

of 34 million which was excluded from both Gross trade receivables and

Less provision for impairment of receivables At 30 June 2009 no gain

contingency remained

Provisions for doubtful debts

Balance at beginning of year

Amounts utilised

Income statement charge

Balance at end of year

20 Trade and other payables

84

41

118

At 30 June 2009 91% 2008 91Io of the television programme rights
and

1000/0 2008 100% of other inventories is expected to be recognised in the

income statement within 12 months

19 Trade and other receivables

VAT

Other

2009

Em

297

118

179

Included within trade payables are 143 million 2008 111 million of US

dollar-denominated programme payables The Directors consider that the

carrying amount of trade and other payables approximates to their fair values

Trade payables principally comprise amounts outstanding for programming

purchases and ongoing costs

40

613

21

634
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At 30 June 2007 the Group provided million for expected costs of redundancy and related expenses During the year ended 30 June 2008 this provision was fully utilised

ii During the
year

ended 30 June 2008 the Group provided million for the expected costs of
restructuring exercise undertaken During the

year
ended 30 June 2009 this

provision was fully utilised

iii During the year ended 30 June 2008 the Group took control of Amstrad Following the purchase method of accounting the Group has
recognised at fair value both the

provisions and contingent liabilities acquired in the business combination The
provisions recognised primarily relate to warranties and

repair costs the settlement of

outstanding customer claims and the fair value of contingent liability in
respect

of
importation duty onset-top boxes see note 27 It is expected for these provisions to be

utilised within the next two years

iv Included in other provisions are amounts provided for onerous contracts for property leases maintenance and legal disputes The
timing of the cash flows for onerous property

leases and maintenance are dependent on the terms of the remaining leases The timing of the cash flows for
legal disputes cannot be reasonably determined

vJ Included within non-current other provisions are onerous property leases The timing of the cash flows are dependent on the terms of the leases but are expected to

continue up to August 2016

22 Borrowings and non-current other payables

Current borrowings

US$600 million of 6.875/a Guaranteed Notes repayable in February 2009

100 million of 7.750% Guaranteed Notes repayable in
July 2009t

US$600 million of 8.200% Guaranteed Notes repayable in July 2009w

Loan Notes1

Non-current borrowings

100 million of 7.SO% Guaranteed Notes repayable in July 2009

US$650 million of 8.200/a Guaranteed Notes repayable in July 2OO9

US$750 million of 5.625% Guaranteed Notes repayable in October 2015j

400 million of 5.750% Guaranteed Notes repayable in October 2O17

US$750 million of 6.lOO/o Guaranteed Notes repayable in February 2O18

US$600 million of 9.500/o Guaranteed Notes repayable in November 2018v

300 million of 6.000/a Guaranteed Notes repayable in May 2O27

US$350 million of 6.500/o Guaranteed Notes repayable in October 2035

Obligations under finance leasesvt

Non-current other payables

Amounts owed to other related
parties

Accruals

Deferred income

100

363

465

37

338

100

326

379

404 398

459 372

367

295 295

206 171

71 67

2279 2108

21 Provisions

At Provided Utilised At Provided Utilised At

July during On acquisition during July during during 30 June

2007 theyear olsubsidiary theyear 2008 theyear theyear 2009

Em Em Em Em Em Em Em Em

10 14 14

12 15 27 18 18

Current liabilities

Provision for termination benefitst

Restructuring provision

Acquired and acquisition related provisions 22

Other provisionsv

22

Noncurrent liabilities

Acquired and acquisition related provisionsel

Other provisionsv 18

18

14

22

11

10 12

2009 2008

Em Em

301

18

43

66

19

48

67

British Sky Baadcasting Sroap pI 91

Annual Report 2009



continued

Notes to the consolidated

continued

Interest Rate Hedging

Hedged Value Fixed Floating

Em Em

428 171 257

400 330 70

200 200

1028 701 327

367 306

100 100

412 286

387 290

300 300

1566 1282

Em

7.750%

7.653%

6.829Io

N/A

6.000/o

Fixed

8.210/o

7.750/o

7.653/o

6.829/o

6.000/n

N/A

6m LIBOR 2.829Io

6m LIBOR 1.892%

6m LIBOR 5.542%

N/A

Hedged Interest Rates

Floating

6m UBOR 3.490%

N/A

6m UBOR 2.829Io

6m LIBOR 1.892%

N/A

At 30 June 2008 the Group had in issue the following Guaranteed Notes which were issued by BSkyB Finance UK plc

Interest Rate Hedging

Hedged Value Fixed Floating

Em Em Em

428 171 257

400 330 70

200 200

1028 701 32

Note Hedged value is the final redemption value
including any hedging

During the period the Group repaid the US$600 million of Guaranteed Notes repayable in February 2009 resulting in net cash outflow including the settlement

of related hedging of 367 million During July 2009 the Group has repaid the US$600 million of Guaranteed Notes repayable in July 2009 together with the

100 million of Guaranteed Notes also repayable in July 2009 The combined July 2009 repayments resulted in net cash outflow ot 480 million including cash

flows on related hedges

ii Loan Notes

The Group issued Loan Notes of 37 million during the prior year as part consideration for the purchase of Amstrad The notes are repayable at the option of the

note holders either on 31 March or on 30 September in any year between 31 March 2008 and 30 September 201 at which time the notes are fully redeemable

Under the terms of the Loan Notes the Group pays floating six month LIBOR minus 1.000% until 29 September 2012 After this date the Group will pay floating six

month LIBOR minus D.500/o The coupon is payable semi-annually

35 million of Loan Notes were repaid during the current period

22 Borrowings and non-current other payables continued

Guaranteed Notes

At 30 June 2009 the Group had in issue the following Guaranteed Notes which were issued by the Company

Interest Rate Hedging

Hedged Value Fixed
Floating

Em Em

100 million of 7.750% Guaranteed Notes repayable in July 2009 100 100

US$600 million of 8.200% Guaranteed Notes repayable in July 2009 380 254 126

US$750 million of 6.100/o Guaranteed Notes repayable in February 2018 387 290 97

US$600 million of 9.S00/n Guaranteed Notes repayable in November 2018 401 401

300 million of 6.0000/n Guaranteed Notes repayable in May 2027 300 300

1568 944 624

At 30 June 2009 the Group had in issue the following Guaranteed Notes which were issued by BSkyB Finance UK plc

Hedged Interest Rates

Fixed Floating

US$750 million of 5.625% Guaranteed Notes repayable in October 2015

400 million of 5.750/n Guaranteed Notes repayable in October 2017

US$350 million of .500% Guaranteed Notes repayable in October 2035

Fixed

Em

5.427%

5.750%

S.826/n

At 30 June 2008 the Group had in issue the following Guaranteed Notes which were issued by the Company

Interest Rate Hedging

Hedged Interest Rates

Floating

6m LIBOR 0.698%

6m LIBOR 0.070%

N/A

Hedged Value

Em

$600 million of 6.8S/n Guaranteed Notes repayable February 2009

100 million of .S0/o Guaranteed Notes repayable in July 2009

US$650 million of 8.200% Guaranteed Notes repayable in July 2009

US$750 million of 6.100% Guaranteed Notes repayable in February 2018

300 million of 6.000/a Guaranteed Notes repayable in May 2027

Fixed Floating

Em Em

61

126

97

284

US$750 million of 5.625% Guaranteed Notes repayable in October 2015

400 million of 5.750% Guaranteed Notes repayable in October 2017

US$350 million of 6.500/o Guaranteed Notes repayable in October 2035

Hedged Interest Rates

Fixed
Floating

5.427%

5.750%

5.826/n

6m LIBOR O.698%

6m LIBOR O.O70Io

N/A
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iii Finance leases

The minimum lease payments under finance leases fall clue as follows

2009 2008

Em Em

Within one year

Between one and twoyears

Between two and three years

Between three and fouryears

Between four and five years

After five
years 176 184

216 225

Future finance charges on finance lease

liabilities
145 154

71 71

The main obligations under finance leases are in relation to

Ia finance arrangements in connection with the broadband network infrastructure During the year repayments of million 2008 million were made against the lease

proportion of these payments have been allocated against the capital outstanding The lease bears interest at rate of ll.l0/o and expires in November 2039

finance arrangements in connection with the contact centre in Dunfermline During the year repayments of million 2008 million were made against the lease

proportion of these payments have been allocated against the capital amount outstanding The lease bears interest at rate of B.S/a and
expires

in September 2020

iv Revolving Credit Facilities

In November 2004 the Company entered into billion Revolving Credit Facility RCF This facility was used to cancel an existing 600 million RCF and is

available for general corporate purposes The billion facility has maturity date of July 2010 and interest accrues at margin of between O.4S/v and O.55%
above LIBOR dependent on the Groups leverage ratio of Net Debt to earnings before interest taxes depreciation and amortisation EBITOA as defined in the

loan agreement The facility is syndicated across 18 counterparty banks with minimum credit rating of BBB

In June 2009 the Group signed new forward
starting 750 million facility available for drawing from July 2010 when the existing facility matures The new

facility expires in July 2012 Further details on the new and existing RCFs can be found in note 23

Guarantees

The following guarantees are in place relating to the Groups borrowings British Sky Broadcasting Limited Sky Subscribers Services Limited BSkyB Investments

Limited BSkyB Finance UK plc BSkyB Publications Limited and Sky In-Home Service Limited SHS have given joint and several guarantees in relation to the

Companys billion RCF together with the outstanding Guaranteed Notes issued by the Company the Company British Sky Broadcasting Limited Sky

Subscribers Services Limited BSkyB Investments Limited SFIS and BSkyB Publications Limited have given joint and several guarantees in relation to the

outstanding Guaranteed Notes issued by BSkyB Finance UK plc

On 13 March 2008 SHS became an acceding guarantor to the Companys RCF

At 30 June 2009 the RCF was undrawn

vi Capital Risk Management
The Groups objectives when managing capital are to endeavour to ensure that the Group has the

ability to access capital markets when necessary and to optimise

liquidity and operating flexibdity through the arrangement of new debt while seeking to minimise the cost of capital

The Group manages capital on the basis of the ratio of Net Debt EBITDA and manages its short and long-term capital structure by seeking to maintain leverage

ratios consistent with long-term investment grade credit rating BBB- or better from Standard Poors and Baa3 or better from Moodys The Groups current

ratings are BBB Standard Poors and Baal Moodys The leverage ratios assessed by these
rating agencies are those of Net Debt EBITDA and Gross Debt

EBITDA Net Debt is defined as total borrowings including the cash flows
arising under operating leases and transponder prepayments less cash and cash

equivalents excluding derivatives Gross Debt does not reduce total borrowings by the inclusion of cash and cash equivalents

The Group is also required to maintain Net Debt EBITDA ratio below 31 under the terms of its RCF The RCF definition of Net Debt does not require the inclusion

of operating lease or transponder cash flows

At 30 June 2009 the Net Debt EBiTDA ratio as defined by the terms of the RCF was 1.61 l2008 1.91
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23 Derivatives and other financial instruments
Set out below are the derivahve financial instruments entered into by the Group to manage its interest rate and foreign exchange risks

2009 2008

Asset Liability Asset
Liability

Fair Value Notional Fair Value Notional Fair Value Notional Fair Value Notional

Em Em Em Em Em Em Em Em

Fair value hedges

Interest rate swaps and swaptions 54 800 276 94

Cash flow hedges

Cross-currency swaps 104 661 17 381 180 1441
Forward exchange contracts 37 512 43 514 231 11 300

Currency options collars 11 105 105 121 10 121

Derivatives not in formal

hedge relationship

Interest rate swaps and swaptions 83 10 20 135

Forward exchange contracts 34 61 13

Cross-currency swaps 28 353 63 401 39 353

Embedded derivatives 11 19

Total 239 2548 128 1483 18 671 243 2457

The maturity of the derivative financial instruments is as follows

2009 2008

Asset Liability Asset Liability

Em Em Em Em
In oneyearor less 33 42 81
Between one and two years 13 16 90
Between two and five years

In more than five years 186 63 69
Total

239 128 18 243

In the above table the
carrying value of derivative instruments equals their fair value The notional values shown are the notional amounts of the derivatives

identified

The Groups portfolio of derivatives is diversified by maturity counterparty and type Natural offsets between transactions within the portfolio and the designation

of certain derivatives as hedges significantly redue the risk of income statement volatility

The Group manages credit risk by diversifying
its exposures across wide number of counterparties such that the maximum exposure to any individual

counterparty was less than 12/o of the total asset value of instruments at the end of the period Treasury policies ensure that transactions are only effected with

strong relationship banks and all counterparties at the end of the period carried credit rating of BBB or better

Included within the fair value of forward exchange contracts are number of US dollar-denominated forward exchange contracts which the Group has taken out

with counterparty banks on behalf of two of its
joint ventures The History Channel UK and Chelsea

Digital Media Limited On the same dates as these forward

contracts were entered into the Group entered into equal and opposite forward contracts with the respective joint ventures As result the net fair value of these

contracts to the Group was nil 2008 nil The gross sterling equivalent face value of these forward contracts at 30 June 2009 was million 2008 million

Group treasury activity

The Groups treasury function is responsible for raising finance for the Groups operations together with associated liquidity management and the management of

foreign exchange interest rate and credit risks Treasury operations are conducted within framework of policies and guidelines authorised and reviewed by both

the Audit Committee and the Board which receive regular updates of treasury activity Derivative instruments are transacted for risk management purposes only

It is the Groups policy that all hedging is to cover known nsks and that no speculative trading in financial instruments is undertaken Regular and frequent

reporting to management is required for all transactions and exposures and the internal control environment is subject to periodic review by the Groups internal

audit team
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The Groups principal market risks are exposures to changes in interest rates

and foreign exchange rates which arise both from the Groups sources of

finance and from its operations Following evaluation of those market risks the

Group selectively enters into derivative financial instruments to manage these

exposures The principal instruments
currently used are interest rate swaps and

options on interest rate swaps swaptions to hedge interest rate risks and

cross-currency swaps forward exchange contracts currency options collars

and similar financial instruments to hedge transactional and translational

currency exposures

Interest rate risk

The Group has financial exposures to both UK and US interest rates arising

primarily from the Groups long-term bonds and other borrowings The Groups

hedging policy requires that between 50% and 75Io of borrowings are held at

fixed interest rates This is achieved by issuing fixed rate bonds and then using

interest rate swap and swaption agreements to adjust the balance between fixed

and
floating rate debt The Groups bank debt is at floating rates and when

drawn means that the mix of fixed and floating rate debt fluctuates and is

therefore managed to ensure compliance with the Groups hedging policy At

30 June 2009 63% of borrowings were held at fixed rates after hedging 2008
74Io Certain of the swaption agreements can be cancelled prior to the maturity

of the bonds to which they apply

The Groups US dollar-denominated debt has all been swapped to pounds

sterling using combination of cross-currency and interest rate swap
arrangements to convert both the principal amounts of debt together with

interest rate obligations from US dollars to pounds sterling at fixed exchange

rates The counterparties have minimum long-term rating of BBB or

equivalent from Moodys and Standard Poors At 30 June 2009 the split of

the Groups aggregate borrowings into their core currencies was US dollar 680Io

and pounds sterling 32% 2008 US dollar 62% and pounds sterling 38Io

The Group has designated number of cross-currency swap agreements as cash

flow hedges of 41% 2008 47/o of the Groups debt portfolio As such the

effective portion of the gain or loss on the swaps designated and qualifying as

cash flow hedging instruments is reported as component of the hedging

reserve outside of the income statement and is then reclassified into the

income statement in the same period that the forecast transactions affect the

income statement i.e when the interest expense is incurred and/or gains or

losses
relating to the retranslation of US dollar-denominated debt principal are

recognised in the income statement Any hedge ineffectiveness on the swaps is

recognised directly in profit or loss The ongoing effectiveness testing is

performed using the cumulative dollar-offset approach During the year ended

30 June 2009 there were no instances in which the hedge relationship was not

highly effective 2008 no instances

The Group has designated number of interest rate swap agreements as fair

value hedges of interest rate risk on 30% 2008 2lIo of the Groups debt

portfolio Movements in the fair value of the hedged items are taken to the

income statement and are offset by movements in the fair value of the hedging

instruments which are also taken to the income statement Any hedge

ineffectiveness on the swaps is recognised directly
in the income statement

Ongoing effectiveness
testing is performed using the cumulative dollar-offset

approach During the year ended 30 June 2009 there were no instances in

which the hedge relationship was not highly effective 2008 no instances

Swaption agreements which convert fixed interest rates to
floating

interest rates

and cross-currency swaps which convert floating rate US dollar interest to

floating rate pounds sterling interest have not been designated as hedging

instruments for hedge accounting purposes and as such movements in their

value are recorded directly in the income statement The last of the Groups

swaption agreements expired in July 2009

The fair value of the Groups debt-related interest rate and currency derivative

portfolio at 30 June 2009 was 107 million net asset with net notional

principal amounts totalling 1866 million This compares to 213 million net

liability at 30 June 2008 and net notional
principal amounts totalling

1864 million

The fair value of the Groups derivative instruments designated as cash flow

hedges at 30 June 2009 was 87 million net asset 2008 180 million

net
liability

The fair value of the Groups derivative instruments designated as fair value

hedges at 30 June 2009 was 54 million net asset 2008 million net asset

In November 2004 the Group entered into billion RCF The billion

facility has maturity date of July 2010 and interest accrues at margin of

between O.45/o and 0.55% above LIBOR dependent on the Groups leverage

ratio of Net Debt to EBITDA as defined in the RCF agreement The facility is

syndicated across 18 counterparty banks with minimum credit rating of BBB

In June 2009 the Group signed new forward starting 750 million RCF
available for drawing from July 2010 when the existing facility matures

Interest on the new facility will accrue at between 2.00% and 2.SOIo above

LIBOR dependent on the Groups leverage ratio of Net Debt to EBITDA In the

event that the existing RCF is drawn between now and maturity counterparty

banks lending under the existing billion RCF that have also entered into the

new facility will receive top up margin over the existing RCF margin equal to

the difference between the margin under the new forward starting RCF and the

existing RCF

The Group is subject to two financial covenants under both our existing RCF and

the new forward starting RCF maximum leverage ratio and minimum
interest cover ratio which are tested at the end of each six monthly accounting

period The key financial covenants are the ratio of Net Debt to EBITDA as
defined in the loan agreements and EBITDA to Net Interest Payable as defined

in the loan agreements Net Debt to EBITDA must be no more than 31 and

EBITDA to Net Interest Payable must beat least 3.51 The Group was in

compliance with these covenants for all periods presented

At 30 June 2009 the ratio of Net Debt to EBITDA as defined in the RCF

agreements was 1.61 2008 1.91 In the year ended 30 June 2009 the ratio

of EBITDA to Net Interest Payable as defined in the RCF agreement was 6.01

2008 7.51

Commitment fees of million 2008 million 2007 million were

payable for undrawn amounts available under the RCF based on rate equal to

40Io of the applicable margin of 0.50% over l.IBOR 30 June 2008 40% of the

applicable margin of O.55/o over UBOR 30 June 2007 40/o of the applicable

margin of 0.50% over t.IBOR

The current applicable margin is 0.50Io 2008 0.55Io which is based on Net

Debt to EBITDA ratio of below 2.001 but above 1.001 Should the ratio

increase to above 2.001 but below 3.001 the margin increases to O.SS/o and

should the ratio fall below 1.001 the margin decreases to O.45/o

The ratio of Net Debt to EBITDA at 30 June 2009 was 1.61 30 June 2008

1.91 indicating margin of O.SO/o on future drawings 2.25% under the new
forward

starting RCF

At 30 June 2009 30 June 2008 and 30 June 2007 the Groups annual finance

costs would be unaffected by any change to the Groups credit
rating in either

direction
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23 Derivatives and other financial instruments

continued

Foreign exchange risk

The Groups revenues and operating expenses are substantially denominated in

pounds sterling small proportion of operating expenses is denominated in US

dollars while small proportion of revenues is denominated in euros In the

current year approximately 9% of operating expenses E418 million was
denominated in US dollars 2008 approximately 7% E305 million and 8Io of

revenues was denominated in euros 2008 801o

The US dollar expense relates mainly to the Groups programming contracts

with US suppliers together with US dollar-denominated
set-top box costs The

euro revenues are primarily due to subscribers located in Ireland The Groups

exposure to euro-denominated revenue is offset to certain extent by euro-

denominated costs relating mainly to certain transponder costs the net

position being euro surplus 2008 surplus 2007 surplus

During the year the Group managed its currency exposure on US

dollar-denominated contracts by the purchase of forward exchange contracts

and currency options collars up to five years ahead All US

dollar-denominated forward exchange contracts and collars entered into by the

Group are in respect of highly probable cash flows and those instruments

maturing over the year following 30 June 2009 represent approximately 90%

2008 90/o of US dollar-denominated costs
falling due in that year

At 30 June 2009 the Group had outstanding commitments to purchase in

aggregate US$1060 million 2008 US$629 million at an average rate of

US$1.61 to 1.00 2008 US$1.87 to 1.00 In addition collars were held

relating to the purchase of total of US$174 million 2008 US$241 million

The Group has designated number of forward exchange contracts and collars

as cash flow hedges of up to approximately 80% 2008 approximately 80% of

the Groups exposure to US dollar payments in relation to programming and

set-top box costs for period of five years thereafter nil 2008 five years

thereafter nil As such the effective
portion of the gain or loss on these

contracts is reported as component of the hedging reserve outside the income

statement and is transferred to the income statement as the forecast

transactions affect the income statement

For forward exchange contracts hedge accounting is applied to changes in the

full fair value For currency options collars hedge accounting is only applied to

changes in intrinsic value

Any hedge ineffectiveness on the forward exchange contracts and collars is

recognised directly in the income statement The ongoing effectiveness
testing is

performed using the dollar-offset approach If forecast transactions are no

longer expected to occur any amounts included in the hedging reserve related

to that forecast transaction would be recognised directly in the income

statement Certain forward exchange contracts and collars have not been

designated as hedges and movements in their values continue to be recorded

directly in the income statement

During the year the Group managed its exposure to euros for up to 18 months

ahead 2008 12 months using forward exchange contracts This hedging

represented approximately 85% 2008 26Io of euro-denominated revenues for

the year

At 30 June 2009 the Group had outstanding commitments to sell in aggregate

437 million euros 2008 194 million euros at an average rate of 1.14 2008

1.26 and further commitments to purchase in aggregate 83 million euros

2008 65 million euros at an average rate of 1.15 2008 1.30

The Group has designated number of forward contracts as cash flow hedges of

up to approximately 75/o 2008 lS/a of the Groups exposure to euro-

denominated revenues and transponder costs for the next 18 months

As such the effective portion of the gain or loss on these contracts is reported

as component of the hedging reserve outside the income statement and is

then reclassified into the income statement in the same periods that the forecast

transactions affect the income statement

During the year no euros were exchanged for US dollars 2008 31 million euros
76 million was exchanged for US dollars 2008 93 million and 33 million

euros were exchanged for pounds sterling 2008 26 million euros on currency

spot markets

It is the Groups policy that all anticipated foreign currency exposures are

substantially hedged in advance of the fiscal year in which the exposure occurs

Credit risk

The Group is exposed to default risk amounting to invested cash and cash

equivalents and short-term deposits and the positive fair value of derivative

financial assets held However this risk is deemed to be low Counterparty risk

forms central
part

of the Groups treasury policy which is monitored and

reported on regularly The Group manages credit risk by diversifying its

exposures across wide number of counterparties such that the maximum

exposure to any individual counterparty was less than l2fo of the total asset

value of instruments at the end of the period Treasury policies ensure that

transactions are only effected with strong relationship banks and all

counterparties at the end of the period carried credit rating of or better

other than
single counterparty which was recently downgraded to BBB for

which the counterparty exposure was less than million at 30 June 2009

Credit risk in our residential customer base is mitigated by billing and collecting

in advance for digital television subscriptions for over 95/o of our residential

customer base

The Groups maximum exposure to credit risk on trade receivables is the

carrying amounts as disclosed in note 19

Liquidity risk

The Groups financial liabilities are shown in note 22 other than current trade

and other payables shown in note 20 and provisions shown in note 21

To ensure continuity of funding the Groups policy is to ensure that available

funding matures over period of years At 30 June 2009 61Io 2008 50Io of

the Groups total available funding including undrawn amounts on our existing

RCF was due to mature in more than five years

The following table analyses the Groups non-derivative financial liabilities

net-settled derivative financial instruments and
gross-settled financial

instruments into relevant maturity groupings based on the remaining period at

the balance sheet date to the contractual maturity date The amounts disclosed

in the table are the contractual undiscounted cash flows

These amounts may not reconcile to the amounts disclosed on the balance sheet

for borrowings derivative financial instruments and trade and other payables
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Between Between More

Less than 12 one and two two and five than five

months
years years years

Em Em Em Em

At 3OJune 2009

Non derivative financial liabilities

BondsUSD 481 102 305 2086
Bonds GBP 149 41 123 1.026

Loan Notes

Obligations under finance eases and other borrowings 24 176

Trade and other payables 1090 41

Provisions

Net settled derivatives

Financial assets 25 25 76 85
Financial liabilities

Gross settled derivatives

Outflow 470 74 223 1.892

Inflow 457 78 235 2008

Between Between More

Less than 12 one and two two and five than five

months
years years years

Em Em Em Em

At 30 June 2008

Non derivative financial liabilities

Bonds-USD 404 395 167 1352
Bonds GBP 49 149 123 1067
Loan Notes 44

Obligations under finance leases and other borrowings 24 184

Trade and other payables 979 36

Provisions

Net settled derivatives

Financial assets 15 13
Financial liabilities

Gross settled derivatives

Outflow 915 635 303 1476
Inflow 807 520 248 1332

At 30 June 2009 the Groups RCF was undrawn 30 June 2008 undrawn The Groups undrawn committed bank facilities subject
to covenants are as follows

2009 2008

Em Em

Expiring in more than one year but not more than two years 1.000

Expiring in more than two years but not more than three years 1.000

Expiring in more than three years but not more than four
years not available for drawing until July 2010 750

The Groups current billion RCF matures in July 2010 new 750 million facility was signed in June 2009 and will be available for drawing from
July 2010

when the existing facility matures The new 750 million facility matures in
July 2012

On April 2007 the Group established Euro Medium Term Note Programme the Programme The Programme provides the Group with standardised

documentation platform to allow for senior debt issuance in the Eurobond markets The maximum potential issuance under the Programme is billion On 14 May
2007 under the Programme the Group issued 300 million aggregate principal amount of Eurobonds paying 6.000% interest and maturing on 14 May 2027

British Sky Broadcasting Sroup plc 97

AnnaI Report 2009



continued

Notes to the consolidat

continued

23 Derivatives and other financial instruments continued

Financial instruments

The accounting classification of each class of the Groups financial assets and financial liabilities together with their fair values is as follows

Held to Derivatives Derivatives in

maturity Available deemed held hedging Loans and Total carrying Total fair

investments for sale for
trading relationships receivables Other liabilities value values

Em Em Em Em Em Em Em Em

At 30 June 2009

Quoted bond debt 2671 2671 2692
Derivative financial instruments 33 144 111 111

Loan notes

Trade and other payables 114 1147 1147
Provisions 15 15 15
Obligations under finance

leases and other borrowings 71 71 71
Available-for-sale investments 261 261 261

Trade and other receivables 392 392 392

Short-term deposits 90 90 90

Cash and cash equivalents 165 646 811 811

At3OJune2008

Quoted bond debt 2342 2.342 2233
Derivative financial instruments 40 185 225 225
Loan notes 37 37 37
Trade and other payables 1024 1024 1024
Provisions 22 22 22
Obligations under finance

leases and other borrowings 67 67
Available-for-sale investments 338 338 338

Trade and other receivables 393 393 393

Short-term deposits 185 185 185

Cash and cash equivalents 412 220 632 632

The fair values of financial assets and financial liabilities are determined as follows

Tne fair value ot financial assets and financial liabilities with standard terms and conditions and which are traded on active liquid markets is determined with

reference to quoted market prices

The fair value of other financial assets and financial liabdities excluding derivative instruments is detrmined in accordance with generally accepted pricing

models based on discounted cash flow
analysis using prices from observable current market transactions and dealer quotes for similar instruments

The fair value of derivative instruments is calculated using quoted prices Where such prices are not available use is made of discounted cash flow
analysis using

the applicable yield curve for the duration of the instruments for non-optional derivatives and option pricing models for
optional derivatives

Foreign currency forward contracts are measured using quoted forward exchange rates and yield curves derived from quoted interest rates matching maturities

of the contracts

Interest rate swaps are measured at the present value of future cash flows estimated and discounted based on the applicable yield curves derived from quoted
interest rates and

The fair value of
obligations under finance leases and other borrowings is estimated by discounting the future cash flows to net present value The fair value of

short-term deposits and cash and cash equivalents is equivalent to book value due to the short-term nature of these instruments

The differences between hook values and fair values reflect unrealised gains or losses inherent in the financial instruments based on valuations as at 30 June 2009

and 30 June 2008 The volatile nature of the markets means that values at any subsequent date could he significantly different from the values reported above

The Group also had holdings in joint ventures and associates which are accounted for using the equity method see note 15 As these investments are unlisted

their fair value cannot be measured reliably
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Sensitivity analysis

The
sensitivity of the Groups financial instruments to fluctuations in interest

rates and exchange rates is as follows

Foreign exchange sensitivity

The following analysis details the Groups sensitivity to movements in pounds

sterling against all currencies in which it has significant transactions The

sensitivity analysis includes only outstanding foreign currency denominated

financial instruments and adjusts their translation at the period end for 25%

change in foreign currency rates

25% strengthening in pounds sterling against the US dollar would have an

adverse impact on profit of 36 million 2008 beneficial impact of million of

which 35 million relates to losses on non-cash movements in the valuation of

derivatives 2008 losses of million The same strengthening would have an

adverse impact on other equity of 151 million 2008 adverse impact of

90 million

25% weakening in pounds sterling against the US dollar would have

beneficial impact on profit of 61 million 2008 adverse impact of million of

which 58 million relates to gains on non-cash movements in the valuation of

derivatives 2008 gains of million The same weakening would have

beneficial impact on other equity of 252 million 2008 beneficial impact of

150 million

25/s strengthening in pounds sterling against the Euro would have beneficial

impact on profit of million 2018 adverse impact of million The same

strengthening would have beneficial impact on other equity of 65 million

2008 beneficial impact of 20 million

2S% weakening in pounds sterling against the Euro would have an adverse

impact on profit of million 2008 beneficial impact of 13 million The same

weakening would have an adverse impact on other equity of 108 million

2008 adverse impact of 34 million

nte rest rate sensitivity

The
sensitivity analyses below have been determined based on the exposure to

interest rates for both derivatives and non-derivative financial instruments at

the balance sheet date For
floating rate liabilities the analysis is prepared

assuming the amount of
liability outstanding at the balance sheet date was

outstanding for the whole year

For each one hundred basis point rise or fall in interest rates at 30 June 2009

and if all other variables were held constant the Groups profit for the year

ended 30 June 2009 would increase or decrease by million 2008 loss for

the year would decrease or increase by million and other equity reserves

would decrease or increase by million 2008 decrease or increase by

14 million

The sensitivity analyses provided are hypothetical only and should be used with

caution as the impacts provided are not necessarily indicative of the actual

impacts that would be experienced because the Groups actual exposure to

market rates is constantly changing as the Groups portfolio of debt foreign

currency and equity contracts changes In addition the effect of change in

particular market variable on fair values or cash flows is calculated without

considering interrelationships between the various market rates or mitigating

actions that would be taken by the Group The changes in valuations are

estimates of the impact of changes in market variables and are not prediction

of future events or anticipated gains or losses

Additional information

During the current year the Group recognised amounts of less than million in

the income statement due to hedge ineffectiveness 2008 less than million

During the current year gains of 350 million were removed from the hedging

reserve and credited to finance costs in the income statement to offset the

currency translation movements in the underlying hedged debt 2008 gains of

11 million 2007 losses of 106 million

During the current year gains of 16 million were removed from the hedging

reserve and credited to operating expense in the income statement 2008
losses of 11 million 2007 losses of million

During the current year losses of 15 million were removed from the hedging

reserve and debited against revenue in the income statement 2008 losses of

million 2007 nil

At 30 June 2009 the carrying value of financial assets that were upon initial

recognition designated as financial assets at fair value through profit or loss

was nil 2008 nil

Cash and cash equivalents include 165 million 2008 412 million of held to

maturity investments which have maturity dates of less than three months from

inception Treasury policy requires that cash is distributed across wide range

of counterparties

24 Share capital

2009 2008

Em Em

Authorised ordinary shares of 5Op

3000000000 2008 3000.000000 1500

Allotted called-up and fully paid

1752842599 2008 1752842599 876 876

The Company has one class of ordinary shares which carries equal voting rights

and no contractual
right to receive payment

Share option and contingent share award schemes

The Company operates various equity-settled share option schemes the Schemes
for certain employees

The number of newly issued shares which may be allocated under the Schemes

on any day shall not when aggregated with the number of newly issued shares

which have been allocated in the previous ten years under the Schemes and any

other employee share scheme adopted by the Company exceed such number as

represents five percent of the ordinary share capital of the Company in issue

immediately prior to that day In determining this limit no account shall be taken

of any newly issued shares where the right to acquire the newly issued shares

was released lapsed cancelled or otherwise became incapable of exercise

Options and awards which will be satisfied by E5OP shares do not fall within

these headroom limits

1500
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24 Share capitalcontinued

The share awards outstanding can be summarised as follows

Executive Share Option Scheme options

Sharesave Scheme optionstt

All Employee awardsw

Management LTIP awardst

ITIP awards5

Executive Share Option Scheme options

Included within the total Executive Share Option Scheme options outstanding at

30 June 2009 are 16293545 options 2008 17.900.467 which may be

exercised in the final year before their lapsing date regardless of meeting

performance criteria provided that the employee remains in employment with

the Group Where performance criteria are achieved the options may be

exercised immediately following the end of the vesting period being the term

over which the performance criteria are required to be met The remaining

1651500 options 2008 1805500 have no performance criteria attached

other than the requirement that the employee remains in employment with the

Group The contractual life of all Executive Share Option Scheme options is ten

years

Grants under the Executive Share Option Scheme were made on an annual basis

to selected employees with the exercise price of options being equal to the

Companys share price on the date of grant For those options with performance

conditions growth in EN had to exceed growth in the Retail Prices Index plus

3% per annum in order for awards to vest Options vest on an accelerated basis

over period of up to four years from the date of grant

ii Sharesave Scheme options

All Sharesave Scheme options outstanding at 30 June 2009 and 30 June 2008

have no performance criteria attached other than the requirement that the

employee remains in employment with the Group Options granted under the

Sharesave Scheme must be exercised within six months of the relevant award

vesting date

The Sharesave Scheme is open to all employees Options are normally

exercisable after either three five or seven years from the date of grant The

price at which options are offered is not less than 8O0/a of the middle-market

price on the dealing day immediately preceding the date of invitation
It

is the

policy of the Group to make an invitation to employees to
participate in the

scheme following the announcement of the end of year results

iii All Employee awards

The All Employee awards outstanding at 30 June 2009 have no performance

criteria attached other than the requirement that the employee remains in

employment with the Group Awards granted under the All Employee award will

be exercised upon the award vesting date

The Company granted the All Employee award to all permanent employees on

February 2009 Awards under the scheme are granted in the form of

niI-p iced option and are satisfied using market-purchased shares

iv Management LTIP awards

All Management awards outstanding at 30 June 2009 and 30 June 2008

vest only if performance conditions are met Awards granted under the

Management must be exercised within one year of the relevant award

vesting date

The Company grants awards to selected employees under the Management
Awards under this scheme mirror the with the same performance

conditions Awards exercised under the Management can only he satisfied

by the issue of market-purchased shares

LTIP awards

All awards outstanding at 30 June 2009 and 30 June 2008 vest only if

performance conditions are met Awards granted under the must be

exercised within one year of the relevant award vesting date

The Company operates the LTIP for Executive Directors and Senior Executives

Awards under the scheme are granted in the form of nil-priced option and

are satisfied using market-purchased shares The awards vest in full or in part

dependent on the satisfaction of
specified performance targets 30% of the

award vests dependent on TSR performance over three year performance

period relative to the constituents of the FTSE 100 at the time of grant and the

remaining 7O% vests dependent on performance against operational targets

For the purposes of the disclosure below the Sharesave Scheme options and

All Employee awards Sharesave Schemes and the Management and

awards Senior Management Schemes have been aggregated

2009

Number of

ordinary

shares

17945045

6514732

1595700

19216851

9293347

54625675

2008

Number of

ordinary

shares

19705967

5010788

11563264

6048983

42329002
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Outstanding at July 2007

Granted during the year

Exercised during the year

Forfeited during the year

Expired during the year

Outstanding at 30 June 2008

Granted during the year

Exercised during the year

Forfeited during the year

Expired during the year

Outstanding at 30 June 2009

Number

24909710 6.89

Number

5795544

2018443

2848742 545 1765973

2355001 7.36 803709

233.517

19705967 7.05 5.010788

4911084

261.998

6.73 1.458128

5.01 913 14

7.11 8110432

Total

Weighted

average

exercise
price

Number

49.991.719 3.93

9.799068 1.11

9876114 2.25

7.352154 2.87

233517 5.42

42329002 3.84

17444134 0.70

566264 1.97

4.190817 3.98

1390380 4.84

54625675 2.84

The middle-market closing price of the Companys shares at 26 June 2009 was 4.50 27 June 2008 4.65

The movement in share awards outstanding is summarised in the following table

Executive Scheme Sharesave Schemes

Weighted

average

exercise price

Senior Management Schemes

Weighted

average

exercise price

4.24

5.38

3.77

4.72

5.42

4.73

2.49

4.26

4.68

4.33

3.40

1463143

297779

17945045

Weighted

average

exercise price

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

Number

19286465

7780625

5261.399

4193444

17612247

12.533050

304.266

1269.546

1287

28570198

The weighted average market price of the Groups shares at the date of exercise for share options exercised during the year was 4.59 2008 6.45 For those

exercised under the Executive Scheme it was nil 2008 6.78 for those exercised under the Sharesave Schemes it was 4.67 2008 5.71 and for those

exercised under the Senior Management Schemes it was 4.53 2008 6.52

The following table summarises information about share awards outstanding at 30 June 2009

Executive Scheme Sharesave Schemes

Weighted

average

remaining

contractual life

Number Years

Senior Management Schemes

Range of exercise prices

0.00 1.00

2.00 3.00
3.00 -4.00

4.00 5.00

5.00 6.00

6.00 7.00

7.00 8.00

9.00 10.00

11.00 12.00

12.00 13.00

Weighted

average

remaining

contractual life

Years

1.9

Weighted

average

remaining

contractual life

Years

2.6

0.8

3.1

1.3

2.5

0.0

Number

28.570198

5.431296

5050304

3728360

3609581

1224

113.257

17945045

Number

1.595700

43868

3.675121

1598744

4.6 1181736

3.1 15263

2.3

1.4

1.0

1.0

3.0 8110432

The following table summarises information about share awards outstanding at 30 June 2008

2.5 28570198

Executive Scheme Sharesave Schemes Senior Management Schemes

Weighted Weighted Weighted

average average average

remaining remaining remaining

contractual life contractual life contractual life

Number Years Number Years Number Years

17612247 2.1

Range of exercise prices

0.00 -1.00

2.00 3.00

3.00 4.00

4.00 5.00

5.00 6.00

6.00 7.00
7.00 8.00

9.00 -10.00

11.00 12.00

12.00 13.00

Total

Weighted

average

remaining

contractual life

Years

2.0

0.8

3.1

1.3

4.2

3.1

2.3

1.4

1.0

1.0

2.4

Total

Weighted

average

remaining

contractual life

Years

2.1

1.6

1.7

2.3

4.9

4.1

3.3

2.4

2.0

2.0

3.0

Number

30.165.898

43868

3675121

1598744

6.613032

5065567

3.728360

3.609581

12247

113257

1.9 54.625675

Number

17612247

67567

817.632

2242742

808757

5574365

3969943

3831425

12247

113257

2.1 42329.002

22658

6201075

5559102

3969943

3827685

12247

113257

19705967

67567

817632

6.2 2220084

5.3 1886502

4.1 15263

3.3

2.4 3740

2.0

2.0

4.0 5.010788

1.6

1.7

2.2

3.5

1.0

2.6 17612247
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continued

The following table summarises additional information about the awards exercisable at 30 June 2009 and 30 June 2008

2009

Average remaining

Options exercisable contractual life of Weighted average

at 30 June exercisable options exercise price

Executive Scheme 17945045 3.0 7i.1

Sharesave Schemes 453217 0.1 4.73

Senior Management Schemes

nformation for awards granted during the year
The weighted average fair value of equity-settled share options granted during the year as estimated at the date of grant was 3.06 2008 4.86 This was
calculated using the Black-Scholes share option pricing model except for awards which have market-based performance conditions where Monte-Carlo

simulation model was used and for grants of
nil-priced options which were treated as the award of free share The fair value of nil-priced options granted

during the year was measured on the basis of the market-price of the Companys shares on the date of grant discounted for expected dividends which would not

be received over the vesting period of the options

Sharesave Schemes

The weighted average fair value of equity-settled share awards granted during the year under the Sharesave Schemes as estimated at the date of grant was 1.98

2008 2.23 For those awards with exercise prices this was calculated using the Black-Scholes share option pricing model Awards granted as nil-priced options

were treated as the award of free share

The following weighted average assumptions were used in calculating these fair values

Share price

Exercise price

Expected volatility

Expected life

Expected dividends

Risk-free interest rate

ii Senior Management Schemes

The weighted average fair value of equity-settled share awards granted during the year under the Senior Management Schemes as estimated at the date of grant

was 3.49 2008 5.54 For those awards with market-based performance conditions this was calculated using Monte-Carlo simulation model Awards granted

as nil-priced options were treated as the award of free share

The Monte-Cano simulation model reflected the historical volatilities of the Companys share price and those of all other companies to which the Companys
performance would be compared over period equal to the vesting period of the awards

The following weighted average assumptions were used in
calculating these fair values

Share price

Exercise price

Expected volatility

Expected life

Expected dividends

Riskfree interest rate

Expected volatility was determined by calculating the historical
volatility of the Companys share price over period equal to the expected life of the options

Expected life was based on the contractual life of the awards and adjusted based on managements best estimate for the effects of exercise restrictions and

behavioural considerations

Notes to the consolidat

continued

24 Share capitalcontinued

The range of exercise prices of the awards outstanding at 30 June 2009 was between nil and 12.98 2008 nil and 12.98 For those awards outstanding under

the Executive Scheme it was between 5.03 and 12.98 2008 4.93 and 12.98 for those outstanding under the Sharesave Schemes it was between nil and

6.11 2008 2.11 and 9.71 and for all awards outstanding under the Senior Management Schemes the exercise
price was nil 2008 nil

18398262

2008

Average remaining

Options exercisable contractual life of Weighted average

at 30 June exercisable options exercise price

18270869 3.8 7.20

174043 0.1

312804

3.0 7.05 18757716

0.1

3.7

4.04

0.00

7.05

2009 2008

4.38

2.49

22.4%

6.93

5.38

23.0Io

3.7 years 4.1
years

3.9% 2.2%

4.lIo 5.0/o

2009

4.54

0.00

21.9%

3.Oyears

3.7%

4.7%

2008

6.53

0.00

18.9io

1.9 years

2.4/o

5.3%
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25 Reconciliation of shareholders deficit equity

At July 2007

Recognition and transfer of cash flow hedges

Tax on items taken directly to equity

Impairment of available-for-sale investment

Exchange differences on translation of foreign

operations

Share-based payment

Loss for the year

Dividends

At 30 June 2008

Recognition and transfer of cash flow hedges

Tax on items taken directly to equity

Revaluation of available-for-sale investment

Exchange differences on translation of foreign

operations

Share-based payment

Profit for the year

Dividends

At 3D June 2009

Available- shareholders

Share Share ESOP Hedging for-sale Other Retained deficit

capital premium reserve reserve reserve reserves earnings equity

Em Em Em Em Em Em Em Em

876 1437 54 25 151 331 2.367 47

95 45

13 16
151 151

17

127 127

280 280

876 1437 37 335 2786 168

26 26

.- 10
96 96

19 22

36 45

259 259

298 298

876 1437 73 26 96 354 2.780 64

To provide more concise presentation of shareholders equity management has chosen to re-analyse the reserves reported consolidating the capital redemption

reserve merger reserve foreign currency translation reserve and special reserve into single column described as other reserves

Share premium and special reserve

On 10 December 2003 the High Court approved reduction in the Companys share premium account of 1120 million as approved by the companys shareholders at

the AGM held on 14 November 2003 This amount was equal to the Company-only profit and loss account reserve deficit at 30 June 2003 As
part

of the application the

Companys balance sheet at 30 September 2003 was required to be presented At fhat date the deficit on the Company-only profit and loss account reserve had

reduced by 14 million since 3D June 2003 to 1106 million As condition of the reduction the reduction in the share premium account of 1120 million was

permitted to be offset against the profit and loss account reserve by the amount of the deficit at 30 September 2003 The excess of 14 million was credited to special

reserve and under the terms of the reduction will remain undistributable until all the creditors of the Company and its guarantors as at 10 December 2003 are paid

Purchase of own equity shares for cancellation and capital redemption reserve

On November 2005 the Companys shareholders approved resolution at the AGM for the Company to purchase up to 92 million ordinary shares This authority

to buyback shares expired on November 2006 During the year ended 3D June 2007 the Company purchased and subsequently cancelled 38 million ordinary

shares at an average price of 5.55 with nominal value of 20 million for consideration of 214 million including stamp duty and commission of million

The nominal value of the shares cancelled has been credited to other reserves

The following table provides information about purchases of equity shares by the company including purchases by the Groups ESOP during the fiscal year

Period

July

August

September

October

November

December

January

February

March

April

May

June

Total for the year ended 3D June 2009

All share purchases were open market transactions and are included in the month of settlement
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Total

Total number

of shares

purchased0

789283

7710717

Average

price paid

per share

4.52

4.75

8500000 4.73



continued

Notes to the consolidated

continued

25 Reconciliation of shareholders deficit equity continued

ESOP reserve

The cost of the Companys ordinary shares held by the Groups ESOP is treated as deduction in arriving at total shareholders equity The movement in the ESOP

reserve was as follows

Average

Number of price paid

ordinary shares per share Em

At July 2007 8605.442 6.29 54

Share options exercised during the year 9876114 6.34 62
Shares purchased by the ESOP during the year 7.500000 6.02 45

At 30 June 2008 6229328 5.87 37

Share options exercised during the year 599.677 6.73

Shares purchased by the ESOP during the year 8.500.000 4.73 40

At 30 June 2009 14129651 5.15 73

Fledging reserve

Changes in the fair values of derivatives that are designated as cash flow hedges are initially recognised in the hedging reserve and subsequently recognised in the

income statement when the related hedged items are recognised in the income statement In addition deferred taxation relating to these derivatives is also

initially recognised in the hedging reserve prior to transfer to the income statement

Available-for-sale reserve

Available-for-sale investments are carried at fair value where this can be reliably measured with movements in the fair value recognised directly in the available-

for-sale reserve At 30 June 2009 the Groups available-for-sale reserve was 96 million 2008 nil following the impairment of the Groups investment in TV

see note

Other reserves

The Groups other reserves include
capital redemption reserve merger reserve foreign currency translation reserve and special reserve The capital

redemption reserve was 95 million as at 30 June 2009 2008 95 million The merger reserve was 222 million as at 30 June 2009 2008 222 million The special

reserve was 14 million as at 30 June 2009 2008 14 million The foreign currency translation reserve was 23 million as at 30 June 2009 2008 million

26 Notes to the Consolidated Cash Flow Statement

Jit on to cash generated from operations

2009 2008 2007

Em Em Em

456 60 724

Depreciation and impairment of property plant and equipment 173 155 120

Amortisation and impairment of intangible assets 118 91 72

Profit on disposal of joint venture 67

Impairment of available-for-sale investment 191 616

Share-based payment expense
48 36 33

Net finance costs 185 130 103

Share of results of joint ventures and associates 19 15 12
1152 1006 1040

Increase in trade and other receivables 52 59 47

Increase decrease in inventories 76 88 59
Increase decrease in trade and other payables 190 30 68

Decrease increase in provisions 19
Increase decrease in derivative financial instruments 10

Cash generated from operations 1.205 997 1.007
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27 Contracted commitments contingencies and guarantees

Future minimum expenditure contracted for bu

Year ending Year ending Year ending Year ending Year ending Tota at Total at

30 June 2010 30 June 2011 30 June 2012 30 June 2013 30 June 20114 After years 30 June 2009 30 June 2008

Em Em Em Em Em Em Em Em

Television programme rightse 1024 1.017 956 7143 122 49 3911 2.356

Set-top
boxes and related equipment 496 496 201

Third party payments 93 58 27 26 204 115

Transponder capacity45 52 44 41 41 25 79 282 294

Property plant
and equipment 51 51 145

Intangible asset 30 20 21 19 19 82 191 13

Smartcardsa 49 51 53 54 54 230 491

Other 57 24 19 107 70

1852 1214 1117 890 220 440 5733 3194

For the avoidance of doubt any foreign currency commitments are translated to pounds sterling at the rate prevailing on 3D June 2009

At 30 June 2009 the Group had minimum television programming rights commitments of 3911 million 12008 2356 million of which f145 million 2008 367 million

related to commitments payable in US dollars for periods of up to seven years 2008 eight years

Assuming that movie subscriber numbers remain unchanged from current levels an additional 551 million US$879 million of commitments 2008 296 million

USS59O million would also be payable in US dollars relating to price escalator clauses The pound sterling television programme rights commitments include similar price

escalation clauses that would result in additional commitments of million 12008 million if subscriber numbers were to remain at current levels

ii The third party payment commitments are in respect
of distribution agreements for the television channels owned and broadcast by third parties retailed by the Group to retail

and commercial subscribers lSky Distributed Channels and are for periods of up to five years 2008 six yearsi
The extent of the commitment is largely dependent upon the

number of retail subscribers to the relevant Sky Distributed Channels and in certain cases upon inflationary increases If both the retail subscriber levels to these channels

and the rate payable for each Sky Distributed Channel were to remain at current levels suhect to inflationary increases the additional commitment would be 533 million

2008 636 million

iii Transponder capacity commitments are in respect of the Astra and Eurobird satellites that the Group uses for digital transmissions to both retail subscribers and cable

operators The commitments are for periods
of up to eleven

years 2008 twelve years No additional agreements were entered into in the
year

ended 30 June 2009

iv On 21 December 2007 the Group entered into
property development agreement to construct new production

and broadcast centre

In December 2008 the Group entered into new contractual agreement with NDS related party
for the provision of smartcards

Contingent assets

The Group has served claim for material amount against EDS an information and technology solutions provider which provided services to the Group as part

of the Groups investment in customer management systems software and infrastructure The amount which may be recovered by the Group will not be finally

determined until resolution of the claim

Contingent liabilities and guarantees

On May 2008 the Nomenclature Committee of the European Commission issued an Explanatory Note EN 0590/2007 to the Combined Nomenclature setting

out their view that set-top
boxes with hard drive should be classified under Customs Tariff heading 8521 90 00 and so subject to 13.9/u ad valorem duty on

importation to the EU As consequence the Group is exposed to potential retrospective
Customs Duty liability in respect of such set-top

boxes imported by

Amstrad acquired in September 2007 and for the reimbursement of certain suppliers in line with the terms of contractual supply agreements

Managements opinion is that the retrospective application
of the Explanatory Note would be wrong as matter of law In addition management considers that the

adoption of the EN puts the EU in breach of the Information Technology Agreement of 1996 view which is shared by the US Japan Singapore and Taiwan who

have instigated WTO proceedings against the EU on this matter The Group therefore is in common with other affected importers defending its
position on this

matter and consequently has lodged an appeal to the VAT Duties Tribunal regarding class4fication of these products

This matter has been referred by the Tribunal to the European Court of Justice The Group has also lodged an appeal with HMRC against the assessment for

retrospective duty

As result of the
potential

remedies available under the Community Customs Code the Group considers that in the event that an assessment is made for import

duty relating to imports prior to May 2008 it is probable that no outflow of economic benefit would be required to discharge this obligation and that as such at

3D June 2009 any liability should be considered contingent

Certain subsidiaries of the Company have agreed to provide additional funding to several of their investments in limited and unlimited companies and partnerships

in accordance with funding agreements Payment of this additional funding would be required if requested by the investees in accordance with the funding

agreements The maximum potential amount of future payments which may be required to be made by the subsidiaries of the Company to their investments in both

limited and unlimited companies and partnerships under the undertakings and additional funding agreements is million 2008 11 million

The Group has guarantees in place relating to the Groups borrowings see note 22 Borrowings and non-current other payables
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continued

Notes to the corisolidat

continued

28 Operating lease commitments
The minimum lease rentals to be paid under non-cancellable operating leases at 30 June are as follows

2009 2008

Em Em

Within one year
55 45

Between one and twoyears 43 43

Betweentwoandthreeyears 33 34

Between three and four years
23 28

Betweenfourandfiveyears
15 24

Afterfive years
66 59

235 233

The majority of operating leases relate to property The rents payable under these leases are subject to renegotiation at the various ntervsls specified in the leases

The minimum sub-lease rentals to be received under non-cancellable operating sub-leases at 30 June are as follows

2009 2008

Em Em

Within one year

Between one and twoyears

Between two and three years

Between three and four years

Between fourand fiveyears

After five years

11 15

Sub-lease rentals primarily
relate to property leases
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29 Transactions with related parties and major

shareholders

jik fliu

The Group conducts business transactions with companies that are part of the

News Corporation group News Corporation major shareholder

2009 2008 2007

Em Em Em

40 36 18

212 202 195

Services supplied to News Corporation

During the year the Group supplied programming telephony airtime

transmission marketing consultancy services and set-top boxes to News

Corporation

Purchases of goods and services from News Corporation

During the year the Group purchased programming digital equipment

smartcards and encryption services set-top box technologies advertising

IT services and rental premises from News Corporation companies

On 18 December 2006 the Group purchased the freehold interest in

commercial property from News International limited for cash consideration of

million The purchase will facilitate and support the Groups property

development plans

In March and April 2003 News Corporation Finance Trust II in which News

Corporation directly or indirectly owns all of the beneficial interests in the

assets of the trust issued and sold O.75/o Beneficial Unsecured Exchangeable

Securities BUCS in private placement to certain institutions Each BUCS is

exchangeable on or after April 2004 for the value of reference shares which

initially consisted of 73.09 ordinary shares of the Company for each US$1000

original liquidation preference of BUCS The BUCS may also be tendered for

redemption on 15 March 2010 15 March 2013 or 15 March 2018 for payment of

the adjusted liquidation preference which may be paid at the election of the

trust in cash ordinary shares of the Company preferred American Depositary

Shares ADSs of News Corporation representing the preferred limited voting

ordinary shares of News Corporation or combination thereof News

Corporation and News America have agreed to indemnify the Group and the

Groups Directors officers agents and employees against certain liabilities

arising out of or in connection with the BUCS

In November 1996 News Corporation through subsidiaries issued

Exchangeable Trust Originated Preferred Securities Exchangeable TOPrS in

private placement to certain institutions The Exchangeable TOPrS are

exchangeable for certain other securities of subsidiaries of News Corporation

including warrants entitling
the holders to purchase the Companys ordinary

shares or ADSs representing the Companys ordinary shares from News

America The aggregate number of the Companys ordinary shares subject to

such warrants is 7052127 Upon the exercise of warrant News America has

the right to elect to pay the holder in cash in ordinary shares or ADSs or any

combination thereof The warrants are redeemable at the option of News

America on or after 12 November 2001 and expire on 12 November 2016

News Corporation and News America have agreed to indemnify the Group and

the Groups Directors officers agents and employees against certain liabilities

arising out of or in connection with the Exchangeable TOPrS

News Corporation has entered into an agreement with the Group pursuant to

which it has been agreed that for so long as News Corporation directly or

indirectly holds an interest of 30% or more in the Group News Corporation will

not engage in the business of satellite broadcasting in the UK or Ireland

Purchase of subsidiary from News Corporation

On 22 November 2006 the Group acquired the entire issued share capital of

News Optimus for cash consideration of million resulting
in goodwill of

million Prior to that date News Optimus was wholly-owned subsidiary of

News International Limited which is in turn wholly-owned subsidiary of

News International Holdings Limited The ultimate parent company of News

International Holdings Limited is News Corporation

Purchase of associate interest from News Corporation

On 12 December 2007 the Group completed the sale of 100% of the entire

issued share capital
of BSkyB Nature Limited the investment holding company

for the Groups 500/o interest in the NGC-UK Partnership for consideration of

21% interests in both NGC Network International LLC and NGC Network Latin

America LLC On consolidation the Group recognised gain of 67 million which

has been disclosed separately within the consolidated income statement

Joint ventures and associates

Transactions between the Group and its subsidiaries which are related parties

have been eliminated on consolidation and are not disclosed in this note

Transactions between the Group and its joint ventures and associates are

disclosed below

Transactions between the Company and its subsidiaries joint
ventures and

associates are disclosed in the Companys separate financial statements

Supply of services by the Group

Purchases of goods or services by the Group

Amounts owed by joint ventures

and associates to the Group

Amounts owed to joint ventures

and associates by the Group

2009 2008 2007

Em Em Em

Revenue is primarily generated from the provision of transponder capacity

marketing airtime sales and support services Purchases represent fees payable

for channel carriage Amounts owed by Joint ventures and associates include

19 million 2008 18 million relating to loan funding These loans bear

interest at rates of three month LIBOR plus O.45Io six month LIBOR plus 1.5/o

and one month and six month LIBOR plus 1Io The maximum amount of loan

funding outstanding in total from joint ventures and associates during the year

was 19 million 2008 18 million

The Group took out number of forward exchange contracts with counterparty

banks during the year on behalf of the joint venture Chelsea Digital Media

Limited On the same dates as these forward contracts were entered into the

Group entered into equal and opposite contracts with the
joint

venture in

respect of these forward contracts

The Group was not exposed to any of the net gains or losses on these forward

contracts The face value of forward exchange contracts that had not matured as

at 30 June 2009 was million 2008 million

Supply of services by the Group

Purchases of goods or services by the Group

Amounts owed by related parties to the Group

Amounts owed to related parties by the Group 42 32 36

15 16 15

51 53 49

24 28 25

31
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continued

Notes to the consolidat

continued

29 Transactions with related parties and major

shareholders continued

During the year US$9 million 2008 us$6 million 2007 US$13 million was

paid to the joint ventures upon maturity of forward exchange contracts and

US$2 million 2008 US$2 million 2007 US$1 million was received from joint

ventures upon maturity of forward exchange contracts

During the year million 2008 million 2007 million was received

from the joint ventures upon maturity of forward exchange contracts and

million 2008 million 2007 nil was paid to the joint ventures upon

maturity of forward exchange contracts

Other transactions with related parties

During fiscal 2008 Amstrad agreed to pay compensation to Sky Italia related

party of the Group in relation to high level of subscriber product returns No

further costs have been incurred during the year and provision of million

2008 million remains at 30 June 2009 in relation to this liability

close family member of one Director of the Company who served during the

year has controlling interest in Shine Limited Shine in which the Group

has 13% 2008 8/o equity shareholding During the year Shine conducted

an equity raising as part of the funding for the acquisition of Metronome Film

Television AB The Group participated in the equity raising acquiring further

21700 shares of the issued share capital of Shine for cash consideration of

19 million During the year the Group incurred programming and production

costs for television of 10 million 2008 million 2007 million from

Shine At 30 June 2009 there were no outstanding amounts 2008 less than

million 2007 nil due to Shine

close family member of one Director of the Company runs Freud

Entertainment Limited which has provided external support to the press and

publicity activities of the Group During the year the Group incurred expenditure

amounting to million 2008 million 2007 million At 30 June 2009

there were no outstanding amounts 2008 nil 2007 nil due to or from Freud

Entertainment Limited

In addition to the foregoing the Group has engaged in number of transactions

with companies of which some of the Companys Directors are also directors

Key management
The Group has related party relationship with the Directors of the Group At

30 June 2009 there were 14 2008 15 2007 14 members of key management

all of whom were Directors of the Company Key management compensation is

disclosed in note 8b
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Name

Subsidiaries

Direct holdings of the Company

British Sky Broadcasting limited

British Interactive Broadcasting Holdings limited

BSkyB Investments Limited

BSkyB Finance UK plc

Description and proportion

Country of incorporation of shares held Io

10.002002 ordinary shares of

each 100%e

651960 ordinary shares of each 1000/0

100 ordinary shares of each 1000/o

50000 ordinary shares of each 100/o

Principal activity

Operation of pay television broadcasting in the

UK and Ireland

The transmission of interactive services

Holding company

Finance company

Sky Holdings Limited

Sky In-Home Service Limited

BSkyB Publications Limited

British Sky Broadcasting SA

Sky Broadband SA

Sky Interactive Limited

Easynet Group Limited

sicy Ventures Limited

365 Media Group Limited

Joint ventures and associates

Nickelodeon UK Limited

The Flistory Channel UK15

Paramount UK

England and Wales

England and Wales

England and Wales

England and Wales

Luxembourg

Luxembourg

England and Wales

England and Wales

England and Wales

England and Wales

England and Wales

England and Wales

England and Wales

England and Wales

Australia

ordinary shares of each 100/o

600 ordinary shares of each 100/o

1576.000 ordinary shares of each 1000/0

ordinary shares of each 100/o

12500 ordinary shares of 12 each 100/o

310 ordinary shares of 100 each 100/o

ordinary shares of each 100/o

121308490 ordinary shares of

0.04 each 1000/o

912 ordinary shares of

each 100/o

151.970072 ordinary shares of

0.01 each 100/o

ordinary shares of each 100%

104 Shares of 0.01 each 40/o

50000 Shares of each 50/o

Partnership interest 25/o

ordinary share of AUS$1 33.33/o

800 Shares of El each 33.33/o

1500 ordinary shares of each 45.86Io

20 Recoupment Shares of 0.01 each

42648 Shares of 0.01 each 35/o and

million redeemable preference shares of

each

The provision of ancillary functions supporting

the pay television broadcasting residential

broadband and telephone operations
of the

Group

Holding company

The supply installation and maintenance of

satellite television receiving equipment

The supply of magazines

Satellite transponder leasing

Provision of broadband and telephony services

The provision of interactive television services

Holding company

Holding company

Holding company

The design development marketing and

distribution of satellite products

The transmission of childrens television

channels

The transmission of history biography crime

and investigation television programming

The transmission of general entertainment

comedy channels

The transmission of news and business

channels

The transmission of natural history and

adventure channels

The transmission of natural history
and

adventure channels

The transmission production and marketing of

the Manchester United football channel

The transmission of horse racing channel

and related online activities

The transmission production and marketing

of the Chelsea Football Club football channel

and website

The transmission of free-to-air channels

30 Group investments

The significant investments of the Company which principaily affect the consolidated results and total assets of the Group areas follows

England and Wales

England and Wales

England and Wales

England and Wales

Subsidiaries

Indirect holdings of the Company

Sky Subscribers Services Limited

Amstrad Satellite Products Limited

Australian News Channel Pty Limited

NGC Network International LLC

NGC Network Latin America LLC

MUTV Limited

Attheraces Holdings limited51

Chelsea Digital Media Limited

Investments

lTV

United States of America Partnership interest 21%

United States of America Partnership interest 2l/o

England and Wales

England and Wales

England and Wales

England and Wales 696.046825 ordinary shares

of 0.10 each 17.9/o

Notes

if 50.00001% directly held by
British

Sky Broadcasting Group plc and 19.99999/o held indirectly by BSkyB Investments limited

ii These entities have an accounting reference date of 31 December

iii On
July 2009 The History Channel UK was renamed as AETN UK

iv From April 2009 Paramount UK began trading under the name Comedy Central
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continued

Notes to the consolidat

continued

31 British Sky Broadcasting Group plc Company only financial statements

Company Income Statement for the year ended 30 June 2009

2009 2008

Notes Em Em

Revenue 151 136

Operating expense
13

164 129

Dividend income from subsidiaries 556 1160

Investment income 201 48

Finance costs
149 104

Impairment of fixed asset investment 556

rf 216 1233

Taxation 29 26
187 1207

The accompanying notes are an integral part of this income statement

All results relate to continuing operations

Statement of Recognised Income and Expenses for the Company for the year ended 30 June 2009

2009 2008

Em Em

187 1207

Gain on cash flow hedges
266 14

Tax on cash flow hedges 75
191 10

ed in the income statement

Cash flow hedges 280

Tax on cash flow hedges

201

10

Total recognised income and expense for the year
177 1215

The accompanying notes are an integral part of this statement of recognised income and expense
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Company Balance Sheet as at 30 June 2009

2009 2008

Notes Em Em

Non-current assets

Property plant
and equipment

Investment property
21

Investments in subsidiaries 4738 5986

Deferred tax assets

Other receivables
I-I

Derivative financial assets 187 67

4935 6075

Current assets

Other receivables
3395 2.790

3395 2790

Total assets
8330 8865

Current liabilities

Borrowings
463 301

Other payables 1521 2086

Current tax liabilities 29 27

Deferred tax liabilities

Derivative financial liabilities
16 69

2029 2486

Non-current liabilities

Borrowings 1121 1093

Derivative financial liabilities
168 162

1289 1255

Total liabilities 3318 3741

Share capital
876 876

Share premium 1437 1437

Reserves 2699 2811

Shareholders equity attributable to equity shareholders 5012 5124

Total liabilities and shareholders equity
8330 8865

The accompanying notes are an integral part
of this balance sheet

These financial statements have been approved by the Board of Directors on 29 july 20D9 and were signed on its behalf by

Chief Executive Officer Chief Financial Officer

Company Cash Flow Statement for the year ended 30 June 2009

2009 2008

Notes Em Em

Cash generated from operations

Net cash from operating activities

Proceeds from the exercise of share options
22

loan to subsidiaries 22

Net increase decrease in cash and cash equivalents

Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The accompanying notes are an integral part of this cash flow statement
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continued

Notes to the consolidated

continued

31 British Sky Broadcasting Group plc Company only

financial statements continued

Accounting policies

British Sky Broadcasting Group plc the Company is limited liability

company incorporated in England and Wales and domiciled in the UK

Statement of compliance

The Company financial statements have been prepared in accordance with IFRS

consistently with the accounting policies set out in note of the Companys

consolidated financial statements

ii Revenue

Revenue which excludes value added tax represents gross inflow of economic

benefit from the Companys operating activities Revenue is measured at the fair

value of the consideration received or receivable The Companys main sources

of revenue are recognised as follows

Revenue from licensing the Companys brand name asset to subsidiaries This

revenue is recognised on an accruals basis under the terms of relevant

leasing agreements

Revenue from leasing the Companys investment properties to subsidiaries

This revenue is recognised on an accruals basis

iii Investment property

Investment property is initially stated at cost which comprises the purchase

price and any expenditure directly attributable to the acquisition of the property

Subsequent to initial recognition investment property is held at cost net of

accumulated depreciation less any provision for impairment

iv Investment in subsidiaries

An investment in subsidiary is recognised at cost less any provision for

impairment As permitted by section 133 of the Companies Act 2006 where the

relief afforded under section 131 of the Companies Act 2006 applies cost is the

aggregate of the nominal value of the relevant number of the Companys shares and

the fair value of any other consideration given to acquire the share capital of the

subsidiary undertakings Dividends received from subsidiaries are recognised as

income only to the extent that the Company receives distributions from accumulated

profits of the subsidiary arising
after the date of acquisition Distributions received in

excess of such profits are first recognised as reduction in the cost of investment

Investment income

Investment income from subsidiaries

Cash and cash equivalents

Finance costs

Interest payable and similar charges

Revolving Credit facility RCF

Guaranteed notes see note

Other finance expense income

Remeasurement of borrowings-related

derivative financial instruments

Gain loss arising on derivatives in designated

fair value hedge accounting relationship

Loss gain arising on adjustment for hedged item

in designated fair value hedge accounting

relationship

Profit before taxation is stated after charging

Depreciation

Rental income from subsidiaries

2009 2008

Em Em

Audit fees

Auditors remuneration was less than El million 2008 less than million

Employee benefits

The Company had no employees during the year 2008 employee

Key management compensation

Amounts paid to the Directors of the Company are disclosed in the Report on

Directors remuneration within British Sky Broadcasting Group plcs 2009

Annual Report

Taxation

Taxation recognised in the income statement

current tax expense

Current year

Adjustment in respect
of

prior years

Total current tax

Deferred tax expense

2009 2008

Em Em

Origination and reversal of temporary differences 20

Adjustment in respect of prior years 20
Total deferred tax charge

29

Investment income

2009 2008

Em Em

196 48

201 48

2009 2008

Em Em

125 100

21

18

18

149 104

29

29

Taxation

26

26

26

117 British 5k5 Brodssting Group plo

Annuul Report 2009



Investments in subsidiaries

Profit before tax

Profit before tax multiplied by standard rate of

corporation tax in the UK of 28Io 2008 29.5%

Effects of

Non-taxable income

Non-deductible expenditure

Group relief surrendered for no consideration

Taxation

All taxation relates to UK corporation tax

Cost

At July 2007 and 30 June 2008

Additions

Disposals

At 30 June 2009

Depreciation

At July 2007

Depreciation

At 30 June 2008

Depreciation

Disposals

At 30 June 2009

Carrying amounts

At July 2007

At3OJune2008

At 3OJune 2009

AtiJuly 2007

Additions

At 3OJune 2008

Additions

Disposaf

Impairment

At 30 June 2009

Provision

At July 2007 30 June 2008 and 30 June 2009

Carrying amounts

At July 2007

At 3Oiune 2008

At 3DJune 2009

23
At

July
2007

Charge to equity

At3OJune2008

Charge to income

Credit to equity

At 3OJune 2009

Investments

in subsidiaries

Em

6481

510

6991

694

556

5743

1.005

5476

5986

4738

Financial

instrument

temporary

differences

Em

Prepayments and other receivables

Amounts received from subsidiaries

Current other receivables

Non current prepayments

Total other receivables

2008

Em

2789

2790

3404 2790

British Sky Broadcasting Group plc
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ii Deferred tax recognised directly in equity

2009 2008

Em Em

Deferred tax charge on hedging activities

Cost

iii Reconciliation of effective tax rate

The tax expense for the year is lower than the standard rate of corporation tax

in the UK 28% applied to profit before tax The differences are explained

below

2009 2008

Em Em

216 1233

60 364

147

156

40
29

328

10
26

Property plant and equipment and investment property

Total Total plant

investment property

propertiesC equivalent

Em Em

23

Following the liquidation of one of the Companys subsidiaries BSkyB Finance

Luxembourg s.a.r.l the Company no longer holds this investment

See note 30 for list of significant
investments in the Company

Deferred tax assets

Recognised deferred tax assets

At 30 June 2009 deferred tax asset of 349 million 2008 391 million has

not been recognised in respect of potential capital losses related to the Groups

holding of KirchPaylV on the basis that utilisation of these temporary

differences is not probable At 30 June 2009 the Company has also not

22 recognised deferred tax asset of million 2008 million relating to

21 provisions
in respect of football club investments on the basis that it is not

probable that they will be utilised

At 30 June 2009 the Company no longer has any investment properties as these have

been sold to British Sky Broadcasting Limited wholly owned subsidiary of the

Company for consideration of 29 million profit of million was realised from

the sale

Other receivables

2009

Em

3390

3.395
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Notes to the consolidat

continued

31 British Sky Broadcasting Group plc Company only financial statements continued

In July 1999 the Company issued 100 million of bonds and loaned the bond proceeds to BSkyB Limited BSkyB Limited is liable for the 7.7500/o external interest

payments on these bonds and also pays the same rate of interest to the Company The loan is repayable on demand

On 30 November 2005 the Company entered into an RCF with BSkyB Limited this loan bears interest at the Lloyds TSB Base Rate plus 3.OOfo

On 29 June 2008 the Company entered into the following loan agreements with BSkyB Limited

143 million and 109 million both bearing interest at rate of month LIBOR plus O.l50/o These loans are repayable on demand

11 million at an interest rate of 12 month LIBOR plus O.75/o This loan matures on 10 December 2012

On 13 January 2009 the Company made loan of 252 million to BSkyB Limited This loan bears interest at rate of month LIBOR plus 1.000/0 and is repayable

on demand

On March 2009 the Company made loan of 694 million which is repayable on demand and bears interest at rate of month LIBOR plus 0.75/o

On 29 June 2008 the Company entered into RCF with BSkyB Investments for 400 million Amounts loaned under this facility bear interest at rate of month

LIBOR plus 0.75Io compounded annually and are repayable on demand

On 29 June 2008 BSkyB Finance Limited transferred its 1026 million loan receivable from BSkyB Investments Limited to the Company This loan bears interest at

rate of month LIBOR plus 0.75% and is repayable on demand

On June 2008 the Company made loan of 970 million to BSkyB Finance Limited which was interest bearing at rate of month LIBOR plus 0.75/o This was

settled in full during the year

In November 2008 the Company issued $600 million of bonds and loaned the bond proceeds to BSkyB Finance Limited BSkyB Finance limited is liable to the

9.500/o external interest and also pays the same rate of interest to the Company

On 28 June 2008 the Company entered into loan for 92 million with Sky Digital Supplies Limited This loan is repayable on demand and bears interest at rate

of month LIBOR plus 1.00/o

On 13 January 2009 the Company made loan of 91 million to Sky In-Home Service Limited This loan is repayable on demand and bears interest at rate of

month LIBOR plus 1.00/s

All other amounts receivable from subsidiaries are non-interest bearing and are also repayable on demand

The Directors consider that the
carrying amount of other receivables approximates to their fair values

The Companys credit risk is primarily attributable to its other receivables The majority of its other receivables balance is due from British Sky Broadcasting

Limited The risk of this entity defaulting on amounts owed is considered low due to its successful operation of pay television broadcasting service in the UK

and Ireland

Borrowings

2009 2008

Em Em

Current borrowings

US$600 million of 6.875/o Guaranteed Notes repayable in February 2009 301

100 million of 7.750% Guaranteed Notes repayable in July 2009 100

US$600 million of 8.200/s Guaranteed Notes repayable in July 2009 363

463 301

Non-current borrowings

100 million of 7.750% Guaranteed Notes repayable in July 2009 100

US$650 million of 8.200/o Guaranteed Notes repayable in July 2009 326

US$750 million of 6.100% Guaranteed Notes repayable in February 2018 459 372

US$600 million of 9.500% Guaranteed Notes repayable in November 2018 367

300 million of 6.000% Guaranteed Notes repayable in May 2027 295 295

1121 1093

See note 22 for details of the Companys Guaranteed Notes RCF and capital risk management
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Other payables

2009 2008

Em Em

Other payables

Amounts owed to subsidiary undertakings 1483 2048

Accruals 38 38

1521 2.086

Amounts payable to subsidiaries are non-interest bearing and repayable on demand The Directors consider that the carrying amount of other payables

approximates to their fair values

In February 2008 the Company issued US$750 million 6.10Io Guaranteed Notes and in November 2008 the Company issued US$600 million 9.5/a Guaranteed

Notes At the same time of issuing the Guaranteed Notes the Company entered into swap transactions to hedge interest rate and currency risk

At 30 June 2009 the Company has recognised derivahve financial asset of 187 million and derivative financial liability of 184 million with net overall impact

of million on the Companys income statement 2008 million

Note 23 provides further details of the Groups derivative financial instruments

Fair values

Set out below is comparison by category of the book values and the estimated fair values of the Companys financial assets and financial liabilities at 30 June

2009 and 30 June 2008

2009 2009 2008 2008

Book value Fair value Book value Fair value

Em Em Em Em

Financial assets and liabilities held or issued to finance the Companys operations

Quoted bond debt 1584 1678 1394 1354

Derivative financial instruments 164 164

Other payables and receivables 1874 1874 704 704

The fair values of financial assets and financial liabilities are determined as detailed in note 23

Set out below are the derivative financial instruments entered into by the Company to manage its interest rate and foreign exchange risks

2009 2008

Asset l.iability
Asset Liability

Fair Value Notional Fair Value Notional Fair Value Notional Fair Value Notional

Em Em Em Em Em Em Em Em

Fair value hedges

Interest rate swaps and swaptions 54 800 35 323 276 370

Cross-currency swaps 104 661 73 752 24 371 180 1073

Derivatives not in formal hedge

relationship

Interest rate swaps and swaptions 93 30 30 155

Currency swaps 28 353 75 658 34 257 39 353

Total 187 1907 184 1.763 67 934 231 1.951

2009 2008

Asset Liability
Asset Liability

Em Em Em Em

In one year or less 16 69

Between one and two years 83
Between two and five years

In more than five years 187 168 67 79

Total 187 184 67 231

The carrying value of the above derivative financial instruments equals their fair value The notional values shown are the notional amounts of the derivatives

identified
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Notes to the consolidatt ia
continued

31 British Sky Broadcasting Group pic Company only financial statements continued

The Companys principal market risk is exposure to changes in interest rates which arises from the Companys sources of finance Following evaluation of the

market risk the Company selectively enters into derivative financial instruments to manage its exposure

The following table analyses the Groups non-derivative financial liabilities net-settled derivative financial instruments and gross-settled derivative financial

instruments into relevant maturity groupings based on the remaining period at the balance sheet date to the contractual maturity date The amounts disclosed in

the table are the contractual undiscounted cash flows

These amounts may not reconcile to the amounts disclosed on the balance sheet for borrowings derivative financial instruments and other payables

Between Between

Less than one and two and More than

12 months two years five years five years

Em Em Em Em

At 30 June 2009

Non derivative financial liabilities

Bonds 050 441 62 187 1084

Bonds-GBP 126 18 54 534

Other payables 1.521

Net settled derivatives

Financial assets 14 14 41 61
Gross settled derivatives

Outflow 442 47 141 990

Inflow 426 48 143 1020

Between Between

Less than one and two and More than

12 months two years five years five years

Em Em Em Em

At3OJune2008

Non derivative financial liabilities

BondsUSD 371 362 69 491

BondsGBP 26 126 54 552

Other payables 2086

Net settled derivatives

Financial liabilities 11
Gross settled derivatives

Outflow 456 455 81 522

Inflow 370 361 64 483

See note 23 for the Companys policy on liquidity management

Sensitivity analysis

The sensitivity
of the Companys financial instruments to fluctuations in interest rates and exchange rates is as follows

Foreign exchange risk

The following analysis details the Companys sensitivity to movements in pounds sterling against all currencies in which it has significant transactions The

sensitivity analysis includes only outstanding foreign currency denominated financial instruments and adjusts their translation at the period end for 25% change

in foreign currency rates

lS% strengthening in pounds sterling against the US dollar would have an adverse impact on profit
of 33 million 2008 adverse impact of E2 million relating to

non-cash movements in the valuation of derivatives The same strengthening would have an adverse impact on other equity of 13 million 2008 adverse impact of

15 million

25% weakening in pounds sterling against
the US dollar would have beneficial impact on profit of f5iy million 2008 beneficial impact of million relating to

non-cash movements in the valuation of derivatives The same weakening would have beneficial impact on other equity
of 21 million 2008 beneficial impact of

25 million
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Interest rate risk

The sensitivity analyses below have been determined based on the exposure to interest rates for both derivatives and non-derivative financial nstruments at the

balance sheet date For floating rate liabilities the analysis
is prenared assuming the amount liability outstanding at the balance sheet date was outstanding for

the whole year

For each one hundred basis point rise or fall in interest rates at 30 June 2009 and if all other variables were held constant the Companys profit
for the year ended

30 June 2009 would decrease or increase by million 2008 increase or decrease by million and other equity reserves would decrease or increase by

million 2008 decrease or increase by million

The sensitivity analyses provided are hypothetical only and should be used with caution as the impacts provided are not necessarily indicative of the actual impacts

that would be experienced because the Companys actual exposure to market rates is constantly changing as the Companys portfolio
of debt foreign currency and

equity contracts changes In addition the effect of change in particular market variable on fair values or cash flows is calculated without considering

interrelationships between the various market rates or mitigating actions that would be taken by the Company The changes in valuations are estimates of the

impact of changes in market variables and are not prediction of future events or anticipated gains or losses

Reconciliation of shareholders equity

Restated

capital
Total

Share Share Special redemption Capital ESOP Hedging Retained Shareholders

capital premium reserve reserve reserve reserve reserve earnings equity

Em Em Em Em Em Em Em Em Em

At July 2007 876 1437 14 95 844 54 975 4187

Recognition and transfer of cash flow hedges 11 11

Tax on items taken directly to equity

Share-based payment
17 15

Profit for the year 1207 1207

Dividends 280 280

At 30 June 2008 876 1437 14 95 844 37 1887 5124

Recognition and transfer of cash flow hedges 14 14

Tax on items taken directly to equity

Share-based payment 36 45

Profit for the year
187 187

Dividends 298 298

At 30 June 2009 876 1437 14 95 844 73 1821 5012

For details of share capital share premium the special reserve and the capital redemption reserve see notes 24 and 25

For details of dividends see note 11

Capital reserve

This reserve arose from the surplus on the transfer of trade and assets to subsidiary undertaking

Hedging reserve

Changes in the fair values of derivatives that are designated as cash flow hedges are initially recognised in the hedging reserve and then recognised in the income

statement when the related hedged items are recognised in the income statement In addition deferred taxation relating to these derivatives is also initially

recognised in the hedging reserve prior to transfer to the income statement

tItion to cash generated from operations

2009 2008

Em Em

216 1233

Depreciation

Dividend income 556 1160

Impairment of investment 556

Disposal of investment 694

Net finance income costs 52 56

Increase in other receivables 293 1792

Decrease increase in other payables 566 1662

Cash generated from operations
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31 British Sky Broadcasting Group plc Company only financial statements continued

Contingent liabilities and guarantees
The Company and certain of its subsidiaries have undertaken in the normal course of business to provide support to several of the Groups investments in both

limited and unlimited companies and partnerships to meet their liabilities as they fall due Several of these undertakings contain maximum tinanciel limits These

undertakings have been given for at least one year from the date of the signing of the UK statutory accounts of the related entity payment under these

undertakings would be required in the event of an investment being unable to pay its liabilities

The Company has provided parent company guarantees in
respect

of the various contracts entered into with the PL by BSkyB Limited covering the 2007/08 to

2009/10 football seasons In each case the guarantee covers all payment obligations now or in the future due owing or incurred by BSkyB Limited under the

contracts and all liabilities now or in the future arising or incurred under the indemnity given to the PL by BSkyB Limited under the contracts

The Company has provided parent company guarantee in respect of the contract entered into with British Telecommunications plc by Sky Broadband SA covering

the provision of call services for Sky Talk until 2010/11 The guarantee covers all payment obligations now or in the future due owing or incurred by

Sky Broadband SA under the contract

The Company has provided parental company guarantee in respect of the contract entered into with British Sky Broadcasting Limited and Stanhope Plc in relation

to the construction of new building at the Osterley Campus The guarantee covers all performance obligations and payment obligations imposed on British Sky

Broadcasting Limited under that contract

The Company has provided limited parental company guarantee in respect of credit facility provided to BSkyB Publications Limited by Royal Mail Group plc in

relation to the delivery of customer magazines The guarantee covers all payment obligations of BSkyB Publications Limited and is capped at million together

with interest

The Company has guarantees in place relating to the Groups borrowings see note 22 Borrowings and non-current other payables

Transactions with related parties and major shareholders

2009 2008

Em Em

Supply of services to subsidiaries 143 136

Interest received from funding to subsidiaries 192 48

Amounts owed by subsidiaries 3.390 2.789

Amounts owed to subsidiaries 1483 2048

The Company has related party transactions with its subsidiaries by virtue of its status as parent company of the Group In particular it is normal treasury practice

for the Company to lend and borrow cash to and from its subsidiaries as required Under this policy British Sky Broadcasting Limited settled liabilities of

134 million 2008 92 million on behalf of the Company during the year Interest is earned on certain loans to subsidiaries

The Company received 142 million 2008 135 million for licensing the Sky brand name to subsidiaries The Company received million 2008 million for

leasing investment property to subsidiaries

The Company sold its investment properties for the consideration of 29 million The properties were sold to British Sky Broadcasting Limited wholly owned

subsidiary of the Company

The Company received dividends during the year from subsidiaries totalling 556 million 2008 1160 million
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Consolidated results

Below is selected financial information for the Group under IFRS as at and for each of the five years ended 30 June 2009 derived either from the audited

consolidated financial statements included in this Annual Report or from the Groups historical Annual Reports

Year ended Year ended Yearended Year ended Year ended

30iune2009 3OJune 2008 3OJune 2007 3OJune 2006 3OJune 2005

Consolidated Income Statement Em Em Em Em Em

Retail subscription 4184 3769 3406 3157 2974

Wholesale subscription
206 181 208 224 219

Advertising
308 328 352 342 329

SkyBet 48 44 47 37 32

Installation hardware and service 235 276 212 131 128

Other 378 354 326 257 160

Revenue 5359 4952 4551 4148 3842

Operating expense5 4546 4228 3736 3271 3020

Share of results of joint ventures and associates 19 15 12 12 14

Investment income 35 47 46 52 29

Finance costs 220 17 149 143 87

Profit on disposal of joint venture 67

Impairment of available-for-sale investment 191 616

Taxation 197 187 225 247 209

Net profit loss recognised directly in equity 134 187 124 38 13
Total recognised income and expense for the year

393 60 375 513 565

Earnings loss per share from profit loss for the year in pence

Basic 14.9p 7.3p 28.4p 3D.2p

Diluted 14.8p 7.3p 28.2p 30.lp 30.2p

Earnings loss per ADS from profit loss for the year in pence

Basic 59.6p 29.2p 113.6p 120.8p 120.8p

Diluted 59.2p 29.2p ll2.8p 120.4p 120.Bp

Dividends per share

Dividends declared per share in pence 17.6p 16.8p 15.5p 12.2p 9.Op

Dividends declared per share in cents 28.04 33.64 30.24 21.81 16.71

Dividends declared per ADS in pence 7D.4p 67.Op 62.0 48.8p 36.Op

Dividends declared per ADS in cents 111.81 134.54 121.04 87.04 67.04

Year ended Yearended Year ended Yearended Year ended

3OJune 2009 3OJune 2008 3OJune 2007 3OJune 2006 3OJune 2005

Consolidated Cash Flow Statement Em Em Em Em Em

Cash and cash equivalents 811 632 435 816 503

Purchase of plant property equipment and intangible assets 400 339 356 212 241

3OJune 2009 3OJune 2008 3OJune 2007 30 June 2006 3OJune 2005

Consolidated Balance Sheet Em Em Em Em Em

Non-current assets 2.632 2.384 2.557 1504 1.093

Current assets 1937 1698 1.363 2283 1363

Total assets 4569 4082 3920 3787 2456

Current liabilities 2194 1893 1499 1547 1150

Non-current liabilities 2439 2357 2374 2.119 1119

Net liabilities assets 64 168 47 121 187

Capital stock51 2313 2313 2313 2333 2371

Number of shares in issue in millions 1753 1753 1753 1791 1868
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continued

Vearended Yearended Yearended Yearended Vearended

3OJune 2009 3OJune 2008 3OJune 2007 3OJune 2006 3OJune 2005

Statistics In thousands

Distribution of Sky Channels

0TH homes 9442 8.980 8582 8176 7.787

Cable homes5 4271 1248 1259 3898 3872

Total Sky pay homes 13.713 10.228 9841 12074 11659

D1T homes 9900 9700 9139 6.402 5178

Sky Broadband homes 2.203 1.628 716

Sky Talk homes 1.850 1.241 526

Average number of full-time equivalent employees 14922 14145 13087 11216 9958

Notes

Included within operating expense for the
year

ended 30 June 2009 is million 12008 21 million 2007 16 million of expense relating to the legal costs of the Groups claim

against
EDS an information and technology solutions provider which provided

services to the Group as part
of the Groups investment in customer management systems

software and infrastructure Included within operating expense for the year ended 30 June 2008 is million of expense relating to restructuring exercise undertaken

following
review of operating costs Included within operating expense for the year

ended 30 June 2007 is 65 million credit due to the Group arising from certain

contractual rights under one of the Groups channel distribution agreements This item was previously disclosed as contingent asset in the consolidated financial statements

as at 30 June 2006

lii Capital stock comprises called-up share capital and share premium

liii The number of cable homes is as reported to us by the cable operators Between February 2007 and November 2008 the reported
number of cable homes reflects the mpact

of Virgin Media VM ceasing to carry Skys Basic Channels on its platform new agreement was reached in November 2008 and VM has now resumed carriage of the Sky

Basic Channels

ivl The Digital Terrestrial Television lDTT homes number consists of Ofcoms estimate of the number of homes where DII is the only digital TV platform supplying services and

includes Top-Up-TV DTT homes The number of DII homes for all
periods

disclosed above is based on Ofcoms Digital Television Update published quarterly
in arrears Latest

data available for the year ended 30 June 2009 is at 31 March 2009

Factors which materially affect the comparability of the selected financial data

Available-for-sale investment

During fiscal 2009 we recorded an impairment loss of 191 million flscal 2008 616 million in the carrying
value of our equity investment in IN For further

details see note to the consolidated financial statements

Business combinations

During fiscal 2008 we completed the acquisition of Amstrad The results of this acquisition were consolidated from the date on which control passed to the Group

September 2007

During fiscal 2007 we completed the acquisition of 365 Media Group The results of this acquisition were consolidated from the date on which control passed to

the Group 23 January 2007

During fiscal 2006 we completed the acquisition of Easynet The results of this acquisition were consolidated from the date on which control passed to the

Group January 2006

Disposal of
joint venture

On 12 December 2007 the Group sold its 100% stake in BSkyB Nature Limited the investment holding company for the Groups 50/a interest in the NGC-UK

Partnership As consideration for the disposal the Group received 21/a interests in both NGC Network International LLC and NGC Network Latin America LLC

in effect 21% of National Geographic Channels television operations outside the US The Group recognised profit on disposal of 67 million

Exchange rates

significant portion of our liabilities and expenses associated with the cost of programming acquired from US film licensors is denominated in US dollars For

discussion of the impact of exchange rate movements on our financial condition and results of operations see note 23 to the consolidated financial statements

Since any dividends are declared in pounds sterling exchange rate fluctuations will affect the US dollar equivalent of cash dividends receivable by holders of ADSs
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Shareholder information

Share information

Our sole outstanding class of voting securities is ordinary shares with nominal

value of 5Op

Our ordinary shares are admitted to the Official List of the London Stock Exchange

and our ADS5 are listed on the New York Stock Exchange The principal trading

market for our ordinary shares is the London Stock Exchange The Bank of New

York Mellon is the depositary of the American Depositary Receipts ADRs
which evidence the ADS5

Registrars

Equiniti
Limited

Aspect House

Spencer Road

Lancing

West Sussex BN99 6DA

Telephone 0871 384 2091

Overseas 44 121 415 7567

ADR depositary

BNY Mellon Shareowner Services

P0 Box 358516

Pittsburgh PA 15252-8516

Tel 877 353 1154 US toll free

Tel 201 680 6825 outside USA

email shrrelations@bnymellon.com

www.bnymellon.com/shareowner

Shareholder enquiries

All administrative enquiries relating to unregistered shareholders such as

notification of change of address or the loss of share certificate should be made

to Equiniti Limited whose address is given above ADS holders should contact BNY

Mellon Shareowner Services if they have query relating to their holding

Shares online

The Company provides range of shareholder information online at

www.sky.com/corporate Shareholders can access and view their shareholding

and update their details at www.shareview.co.uk

Electronic shareholder communication

In accordance with the provisions of the Companies Act 2006 and the Companys

Articles of Association the Company is permitted to use its corporate website as

the main way to communicate with shareholders sending out Annual Reports

only to those who have opted to receive paper copy This reduces our impact

on the environment minimises waste and reduces costs It also enables

stakeholders to keep updated with developments at Sky as they happen by

accessing our website

Shareholders who have opted to receive shareholder communications in paper

form are encouraged to receive these electronically in future by registering at

www.shareview.co.uk Shareholders can also change their instructions at any

time by contacting Equiniti Limited

Dividends

Shareholders can have their dividends paid directly into UK bank or building

society account with the tax voucher sent direct to their registered address

Please contact Equiniti Limited for dividend mandate form

voucher will be mailed by the end of November each year to coincide with the

final dividend payment Full details are available at www.sky.comlcorporate

Overseas dividend payments
service has been established to provide shareholders in over 30 countries

worldwide with the opportunity to receive their dividends in their local currency

For small flat-rate fee shareholders can have their dividends automatically

converted from Sterling and paid into their nominated bank account normally

within five working days of the dividend payment date For further details please

contact Equiniti Limited on 44 121 415 7567

Dividend Reinvestment Plan

The Company operates Dividend Reinvestment Plan DRIP which enables

shareholders to buy the Companys shares on the London stock market with

their cash dividend Further information about the DRIP is available from

Equiniti Limited The helpline
number is 0871 384 2268 from inside the UK and

44 121 415 7173 from overseas

ShareGift

Shareholders who only have small number of shares whose value makes it

uneconomic to sell them may wish to consider donating them to charity through

Shareflift the independent charity share donation scheme registered charity no

1052686 Further information about ShareGift may be obtained from Equiniti

Limited or from ShareGift on 020 7337 0501 or at www.sharegift.org There are

no implications for capital gains tax purposes no gain or loss on gifts of shares

to charity and it is also possible to claim income tax relief

Shareholder fraud

Fraud is on the increase and many shareholders are targeted every year If you

have any reason to believe that you may have been the target of fraud or

attempted fraud in relation to your shareholding please contact Equiniti Limited

immediately To reduce the risk of fraud happening to you please see our list of

preventing shareholder fraud tips on our website at www.sky.com/corporate

Share price information

The Companys share price can be found on the Companys corporate website at

www.sky.com/corporate and it also appears in the financial columns of the

national press under the prefix BSkyB

ADS holders can access the latest ADS
price at www.nyse.com or by visiting The

Bank of New York Mellons website www.adrbny.com

The following tables set forth for the periods indicated the highest and lowest

middle market quotations for the ordinary shares as derived from the Daily

Official List of the London Stock Exchange and the highest and lowest sales

prices of the ADS5 as reported on the New York Stock Exchange composite tape

Shares ADSSC

pence

High Low High Low

Fiscal year ended 30 June

2005 625 465/2 33/
2006 579 4781/2 429/ioo 334/s

2007 6631/2 517/2 3747/5Q

2008 713/2 465 58/ 36/a

2009 502/2 329 38/25 2051/iso

During the financial year ended 30 June 2008 the Company introduced new

consolidated tax voucher service for those shareholders who have chosen to

receive dividends directly into their bank account single consolidated tax
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Shares ADSs

pence

High Low High Low

Fiscal year ended 30 June

2008

First Quarter 7131/ 635/2 58Io

Second Quarter 696 588 5719/

Third Quarter 610 506 48/2o

Fourth Quarter 5801/2 465 4519/

2009

First Quarter

Second Quarter

Third Quarter

Fourth Quarter

Common Stock and 1.3% of its Class Common Stock Thus Rupert Murdoch

may be deemed to beneficially own in the aggregate 1.1/o of News Corporations

Class Common Stock and 390/ of its Class Common Stock

There has been no significant change in the percentage ownership held by any

major shareholders during the past three years except for the following

On 12 May 2006 News Corporation notified us that it had 38.02% interest in

our shares On 26 September 2006 News Corporation further notified us that

its interest in our shares had increased to 39.O3% These increases were as

result of the Companys share buy-back programme As at 27 September 2006

the date of the last share repurchase by the Company under the share buy-back

programme News Corporation had 39.14/o interest in our shares The

number of shares held by News Corporation remains unchanged

On March 2009 Capital Research and Management Company notified us that it

had 5.02Io interest in our shares

ADSsW

High Low

Month ended

31 January 2009 500 4O5/6 29I
28 February 2009 4981/2 450 2822/25 523/50

31 March 2009 466/ 417/2 271/20 2317/25

30 April
2009 486/ 41 28/2o 24/

31 May 2009 489/ 442

30 June 2009 45 91/ 4291/2 30/ 27/100

Ii Each ADS represents
four

ordinary
shares up until 23 December 2002 each ADS

represented
six

ordinary shares Prior
year

ADS figures in the above tables have

been restated to reflect this change in ratio

Major shareholders

The following table sets forth as of 29 July 2009 the amount and percentage of

ordinary shares owned by each shareholder including our Directors and Officers

as group known to us to own more than 3/a directly and indirectly of our

ordinary shares

Amount Percent

owned of class
Identity of person or group

News UK Nominees Limited11 686021700

Capital Research and Management Company01 88008696

Brandes Investment Partners L.P.01 56867820

The Capital Group Companies Inc.11 55977854

Legal General Group plc1 53183483

Direct holding
which is subject to restrictions on its voting rights please see

Memorandum and Articles of Association Alteration of share capital on

page 126 to 127

ii Indirect holding

At 29 July 2009 39.14/a of the Companys shares are held by News UK Nominees

Limited company incorporated under the laws of England and Wales which is

an indirect wholly owned subsidiary of News Corporation As result of Rupert

Murdochs ability to appoint certain members of the Board of Directors of the

corporate trustee of the Murdoch Family Trust which beneficially owns less than

1/a of News Corporations Class Common Stock and 38.4% of its Class

Common Stock Rupert Murdoch may be deemed to be beneficial owner of the

shares beneficially owned by the Murdoch Family Trust Rupert Murdoch

however disclaims any beneficial ownership of those shares Also Rupert

Murdoch beneficially owns an additional 1.1/a of News Corporations Class

On February 2006 Brandes Investment Partners L.P notified us that it had

3.l2% interest in our shares

On April 2006 The Capital Group Companies Inc notified us that it had

3.lOa/o interest in our shares

On October 2007 Legal General Group plc notified us that it had 3.03%

interest in our shares

On 19 April 2006 Janus
Capital Management LLC Janus notified us that it had

3.86% interest in our shares On March 2007 Janus notified us that it no

longer had notifiable interest in our shares as its holding had decreased below

3/a On March 2007 Janus further notified us that its interest in our shares had

increased to 3.07/a On July 2008 Janus notified us that it no longer had

notifiable interest in our shares as its holding had decreased below 3%

Franklin Resources Inc notified us of the following changes in its interest in our

shares

Percentage

Date notified ownership

February 2006 10.09/a

23 May 2006 9.98%

21 June 2006 10.00/a

On March 2007 Franklin Resources Inc notified us that under the Financial

Services Authoritys Disclosure and Transparency Rules DTR it was no

longer subject to notification obligation as it had been able to claim an

exemption from the requirement to aggregate its holdings with those of its

subsidiaries and it holds less than 3/o of the Companys issued share capital

Franklin Resources Inc further informed us that Templeton Global Advisors

Limited Templeton wholly owned subsidiary of Franklin Resources Inc

had 6.04/a interest in our shares and that it is subject to notification

obligation under the DIR on the basis that as discretionary manager it is an

indirect shareholder On 14 May 2007 Franklin Resources Inc further notified

us that Templetons interest in our shares had decreased to 5.89% On

September 2007 Franklin Resources Inc notified us that it no longer had

notifiable interest in our shares as its holding had decreased below 5/a

Templeton qualifies as an investment firm under the Markets in Financial

Instruments Directive and therefore in accordance with the DIR it does not

have disclosure obligation when the voting rights attached to its shareholding

in the Company do not exceed 5%
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4711/

4001/i

502/2

4831/4

500

489/4

4071/2

329

405/

417

381/25 2821/o

30/o 20/
29/
3O1/ 24/5

Shares

pence

High Low

39.14

5.02

3.12

3.10

3.03



On May 2006 Harris Associates L.P notified us that it had 3.O3Io interest in

our shares On 30 May 2007 Harris Associates L.P notified us that it no longer

had notifiable interest in our shares as its holding had decreased below 3Io

On 29 June 2006 Barclays PLC notified us that it had 3.85Io interest in our

shares On 22 November 2006 Barclays PLC notified us that it no longer had

notifiable interest in our shares as its holding had decreased below 3/o

On 23 November 2006 Barclays notified us that its interest in our shares had

increased to 3.O5/o On December 2006 Barclays PLC notified us that it no

longer had notifiable interest in our shares as its holding had decreased

below 3/o

On 26 June 2006 Fidelity notified us that it had 3.06Io interest in our shares

On 17 August 2006 Fidelity notified us that it no longer had notifiable interest

in our shares as its holding had decreased below 301o

Major shareholders have the same voting rights as all other shareholders

voting agreement dated 21 September 2005 was entered into between the

Company BSkyB l-loldco Inc News Corporation and News UK Nominees Limited

which became unconditional on November 2005 and caps News UK Nominees

Limiteds voting rights at any general meeting at 37.19Io The provisions of the

voting agreement cease to apply on the first to occur of number of

circumstances which include the date on which general offer is made by an

independent person as defined in the voting agreement for the ordinary share

capital of the Company

The ESOP was established to satisfy awards made to participants of the Companys

employee share plans The trustees of the ESOP have waived the right to dividends

payable in respect of the shares held by it except to the extent of 0.0001/a of the

dividend payable on each share At 30 June 2009 the ES0P had an interest in

14136208 of the Companys ordinary shares

On 27 July 2009 8.959147 ADSs were held of record by 19 holders in the US

and 24431 ordinary shares were held of record by 69 US persons

Financial calendar

Results for the financial year ending 30 June 2010 will be published

Qi October 2009

Q2 January 2010

Q3 April 2010

Q4 July 2010

The Sky website

The Sky website at www.sky.com details the Companys product offering and

provides link to the Companys corporate website where investor and media

information can be accessed

Companys registered office

Grant Way

lsleworth

Middlesex TW7 5QD

Telephone 0870 240 3000

Overseas 44 20 7705 3000

Company registration number
2247735

Chartered Accountants and Independent Registered

Public Accounting Firm

Deloitte LLP

New Street Square

London

EC4A 3BZ

Principal bankers

Royal Bank of Scotland

St Andrews Square

Edinburgh EH2 2YB

Solicitors

Herbert Smith LLP

Exchange House

Primrose Street

London EC2A 2HS

Exchange rates

significant portion of our liabilities and expenses associated with the cost of

programming acquired from US film licensors is denominated in US dollars For

discussion of the impact of exchange rate movements on our financial condition

and results of operations see note 23 of the consolidated financial statements

Derivatives and other financial instruments

Since any dividends we declare are declared in pounds sterling exchange rate

fluctuations will affect the US dollar equivalent of cash dividends receivable by

holders of ADSs

The following table sets forth for the periods indicated information concerning

the noon buying rates provided by the Federal Reserve Board for pounds

sterling expressed in US dollars per 1.00

High LowMonth

December 2008 1.5457 1.4395

January2009 1.5254 1.3658

February 2009 1.4936 1.4224

March 2009 1.4730 1.3757

April 2009 1.4990 1.4402

May 2009 1.6 160 1.4881

June 2009 1.6547 1.5976

Period

Year ended 30 June end Average High Low

2005 1.7930 1.8596 1.9482 1.7733

2006 1.8491 1.7808 1.8911 1.7138

2007 2.0063 1.9463 2.0063 1.8203

2008 1.9906 2.0105 2.1104 1.9405

2009 1.6452 1.6028 2.0038 1.3658

The average rate is calculated by using the average of the noon buying rates on the

last day of each month during the relevant year

On 24 July 2009 the noon buying rate was 1.6432 per 1.00
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Shareholder information

continued

Memorandum and Articles of Association

The following summarises certain provisions of the Companys Memorandum

and Articles of Association and applicable English Law The summary is qualified

in its entirety by reference to the Companys Articles of Association the

Companies Act 1985 of Great Britain the 1985 Act and the Companies Act

2006 of Great Britain the 2006 Act together the Acts The 2006 Act is being

brought into force and the 1985 Act is being repealed in stages between January

2007 and October 2009

Information on where shareholders can inspect copies of the Memorandum and

Articles of Association is provided under Documents on display below

Objects and purposes

Sky is incorporated under the name British Sky Broadcasting Group plc and is

registered in England and Wales with registered number 2247735 The

Memorandum of Association of the Company provides that the Companys

principal object is to carry on the business of direct broadcasting by satellite and

to
carry

out the other objects more particularly set out in Clause of the

Memorandum of Association of the Company

Directors

The Companys Articles of Association provide for Board of Directors consisting

of not fewer than three Directors who shall manage the business and affairs of

the Company The quorum for meetings of the Directors is currently three

Directors The Directors may delegate any of their powers to committee which

must consist of one or more Directors and majority of the members of

committee shall be Directors The quorum at meeting of any committee shall

be two Directors

The Articles of Association place general prohibition on Director voting in

respect of any contract or arrangement in which he has material interest other

than by virtue of his interest in shares in the Company However in the absence

of some other material interest not indicated below Director is entitled to vote

and to be counted in quorum for the purpose of any vote relating to

resolution concerning the following matters

the giving of any guarantee security or indemnity to him in respect of

money lent to or obligations incurred by him at the request of or for the

benefit of the Company or any of its subsidiaries

uI the giving of any guarantee security or indemnity to third
party

in respect

of debt or obligation of the Company or any of its subsidiaries for which

he himself has assumed responsibility
in whole or in

part
under

guarantee or indemnity or by the
giving

of security

iii any proposal concerning an offer of any shares or debentures or other

securities of or by the Company for subscription purchase or exchange in

which offer he is or is to be interested as participant in the underwriting

or sub-underwriting thereof

iv any proposal concerning superannuation fund or retirement benefits

scheme which has been approved by or is subject to and conditional upon

approval by the Board of the HMRC for taxation purposes

any arrangement for the benefit of employees of the Company or any of its

subsidiaries including but not limited to an employees share scheme

which has been approved by or is subject to and conditional upon approval

by the Board of the HMRC for taxation purposes and which does not accord

to any Directors any privilege not accorded to the employees to whom the

arrangement relates and

vi any proposal concerning the purchase or maintenance of insurance for the

benefit of Directors or persons who include Directors
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The 2006 Act requires Director of the Company who is in any way interested in

contract or proposed contract with the Company to declare the nature of his or her

interest at meeting of the Directors of the Company The definition of interests

includes the interests of spouses children companies and trusts The 2006 Act

also requires that Director must avoid situation where Director has or could

have direct or indirect interest that conflicts or possibly may conflict with the

Companys interests The 2006 Act allows directors of public companies to

authorise such conflicts where appropriate if companys Articles of Association

so permit The Companys Articles of Association were amended to permit the

authorisation of such conflicts at the 2008 Annual General Meeting of the

Company

No person shall be disqualified from being appointed or reappointed as

Director and no Director shall be requested to vacate that office by reason of his

attaining the age of seventy or any other age

Remuneration of Non-Executive Directors shall be determined in the aggregate

by resolution of the shareholders Remuneration of executive Directors is

determined by the remuneration committee This committee is made up of

independent Non-Executive Directors

There is no requirement of share ownership for Directors qualification

Directors appointment and removal

The Directors and the Company by Ordinary Resolution may appoint person

who is willing to act as Director either to fill vacancy or as an additional

Director Director appointed by the Directors shall retire at the next AGM and

will
put

himself forward to be reappointed by the shareholders

At each AGM there shall retire from office by rotation

all Directors of the Company who are subject to retirement by rotation who

held office at the time of the two preceding AGM5 and who did not retire by

rotation at either of them and

ii such additional number of Directors as shall when aggregated with the

number of Directors retiring under paragraph above equal either one

third of the number of Directors in circumstances where the number of

Directors is three or multiple of three or in all other circumstances the

whole number which is nearest to but does not exceed one-third of the

number of Directors the Relevant Proportion provided that

the provisions of this paragraph ii shall only apply if the number of

Directors retiring under paragraph il above is less than the Relevant

Proportion and

subject to the provisions of the Acts and to the relevant provisions of

these Articles the Directors to retire under this paragraph ii shall be

those who have been longest in office since their last appointment or

reappointment but as between persons who became or were last

reappointed Directors on the same day those to retire shall unless

they otherwise agree among themselves be determined by lot

Borrowing powers
The Directors shall restrict the borrowings of the Company and exercise all

powers of control exercisable by the Company in relation to its subsidiary

undertakings so as to secure as regards subsidiary undertakings so far as by

such exercise they can secure that the aggregate principal amount outstanding

of all money borrowed by the Group excluding amounts borrowed by any

member of the Group from any other member of the Group shall not at any

time save with the previous sanction of an ordinary resolution of the Company

exceed an amount equal to the higher of 1.5 billion and ii an amount



equal to four times the aggregate turnover of the Group as shown in the then

latest audited consolidated profit and loss accounts of the Group

Dividend rights

Holders of the Companys ordinary shares may by ordinary resolution declare

dividends but no such dividend shall exceed the amount recommended by the

Directors If in the opinion of the Directors the profits of the Company available

for distribution justify
such payments the Directors may from time to time pay

interim dividends on the shares of such amounts and on such dates and in

respect of such periods as they think fit The profits of the Company available

for distribution and resolved to be distributed shall be apportioned and paid

proportionately to the amounts paid up on the shares during any portion of the

period in respect
of which the dividend is paid

No dividend shall be paid otherwise than out of profits available for distribution

as specified under the provisions of the Acts

Any dividend unclaimed after period of twelve years from the date of declaration

of such dividend shall be forfeited and shall revert to the Company

Voting rights

The Articles of Association provide that subject to any rights or restrictions

attached to any shares on show of hands every member present in person or

by proxy shall have one vote and on poll every member shall have one vote

for every share of which he is holder On poll votes may be given either

personally or by proxy or in the case of corporate member by duly

authorised representative

shareholder entitled to attend and vote at general meeting may appoint one

or more proxies to attend and vote instead of him If member appoints more

than one proxy he must specify the number of shares which each proxy is

entitled to exercise rights over proxy need not be shareholder of the

Company Holders of the Companys ordinary shares do not have cumulative

voting rights

Details of voting agreement that the Company entered into with News UK

Nominees Limited dated 21 September 2005 is detailed in Alteration of share

capital on page 126 to 127

Winding-up
If the Company commences liquidation the liquidator may with the sanction of

an extraordinary resolution of the Company and any other sanction required by

the Acts and the Insolvency Act 1986

divide among the members in kind the whole or any part of the assets of

the Company whether they shall consist of property of the same kind or

not and for that purpose set such values as he deems fair upon any

property to be divided and determine how the division shall be carried out

between the members and

ii vest the whole or any part of the assets in trustees upon such trusts for the

benefit of members as the liquidator shall think fit

but no member shall be compelled to accept any share or other assets upon

which there is any liability

Redemption
None of the shares of the Company has been issued on the basis that it may be

redeemed or is liable to be redeemed at the option of the shareholders or the

Company The Company is therefore under no obligation to create sinking fund

or redemption reserve However subject to the provisions of the Statutes the

Company may purchase any of its own shares including any redeemable shares

Further capital calls

The Directors may only make calls upon the members in respect of amounts

unpaid on the shares whether in respect of nominal value or premium

Variation of rights

Subject to the Acts the rights attached to any class of shares may unless

otherwise provided by the terms of the issue of shares of that class be varied

with the consent in writing of the holders of three-quarters in nominal value of

the issued shares of the class or with the sanction of an extraordinary resolution

passed at separate genera meeting of the holders of the shares of the class

but not otherwise and may be so varied either whilst the Company is going

concern or during or in contemplation of winding-up At every such separate

general meeting the necessary quorum shall be at least two persons holding or

representing by proxy at least one-third in nominal value of the issued shares of

the class but so that at any adjourned meeting any holder of shares of the class

present in person or by proxy shall be quorum

General meetings

The Directors may call an annual general meeting or general meeting and give

at least such minimum period of notice as is prescribed under the Acts The

notice shall specify
the place the date and the time of the meeting and the

general nature of the business to be transacted and in the case of an annual

general meeting shall specify the meeting as such Two persons entitled to vote

upon the business to be transacted shall be quorum

Subject to any terms as to voting upon which any shares may be issued and to

the provisions of the Articles every member present in person or by proxy shall

have one vote on show of hands and on poll every member present in person

or by proxy shall have one vote for each share of which he is the holder No

member shall be entitled to vote in respect of any share held by him if any call

or other sum payable by him to the Company remains unpaid

If member or any person appearing to be interested in shares has been duly

served with notice under Section 793 of the 2006 Act and is in default for the

prescribed period in supplying to the Company information thereby required

unless the Directors otherwise determine the member shall not be entitled to

vote at any general or class meeting of the Company in respect of the shares in

relation to which the default occurred

Limitations on non-resident or foreign shareholders

English law and the Memorandum and Articles of Association of the Company

treat those persons who hold shares and are neither UK residents nor nationals

in the same way as UK residents or nationals They are free to own vote on and

transfer any shares they hold

Transfer of shares

Any member may transfer all or any of his shares by instrument of transfer in the

usual common form or in any other form which the Directors may approve The

instrument of transfer of share shall be signed by or on behalf of the

transferor and except in the case of fully-paid shares by or on behalf of the

transferee

Where any class of shares is for the time being participating security title to

shares of that class which are recorded as being held in uncertificated form

may be transferred by the relevant system concerned The Directors may in

their absolute discretion and without giving any reason refuse to register any

transfer of shares not being fully paid shares The Directors may also refuse to

register transfer of shares unless the instrument of transfer

is lodged at the transfer office accompanied by the relevant share

certificates
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Memorandum and Articles of Association

continued

ii is in respect of only one class of share and

iii is in favour of not more than four persons jointly

The Directors of the Company may refuse to register the transfer of share in

uncertificated form to person who is to hold it thereafter in certificated form

in any case where the Company is entitled to refuse or is excepted from the

requirements under the Uncertificated Securities Regulations 2001 to register

the transfer and they may refuse to register any such transfer in favour of more

than four transferees The Directors may refuse to register any transfer if it is

their opinion that such transfer would or might prejudice the Groups right to

hold be awarded or granted or have renewed or extended any licence granted

under the Broadcasting Acts or ii give rise to or cause variation to be made

to or revocation or determination of any such licence by Ofcom

If the Directors determine following registration of transfer of shares

and following consultation with Ofcorn that inter alia by reason of the

interest of person in any shares of the Company transferred Ofcom may

vary revoke determine or refuse to award grant renew or extend

licence granted under the Broadcasting Acts or

ii that any person has an interest in the shares of the Company which inter

alia makes the Company disqualified person under the Broadcasting

Acts or which contravenes or would cause contravention of any of the

restrictions set out in Parts Ill IV or of Schedule to the Broadcasting Act

1990 as amended by the Communications Act or any order direction or

notice made pursuant to the Broadcasting Acts or Communications Act or

such other restrictions as may be applied by Ofcom from time to time to

disqualify
certain persons or bodies from having interests in such licence

or to restrict the accumulation of interests in relevant services as defined

in Schedule to the Broadcasting Act 1990 as amended by the

Communications Act

the Directors shall be entitled to serve written notice Disposal Notice on

the relevant transferee in respect of the shares transferred
stating

that they have

so determined specifying
their grounds in general terms and calling for the

disposal of such transferred shares as are specified in the Disposal Notice within

21 days of the date of such notice or such longer period as the Directors may

consider reasonable and which they may extend lithe Disposal Notice is not

complied with to the satisfaction of the Directors they shall so far as they are

able dispose of the relevant shares for the best price reasonably obtainable in

all the circumstances In addition member who has been served with

Disposal Notice shalt not with effect from the expiration of such period as the

Directors shall specify
in such notice not being longer than 30 days from the

date of service of the notice be entitled to receive notice of or to attend or vote

at any general meeting of the Company by reason of his holding the shares

specified in the Disposal Notice

Alteration of share capital

The authorised share
capital

of the Company currently consists of 3000000000

ordinary shares of 50p each

The Company may from time to time by ordinary resolution

increase its share capital by such sum to be divided into shares of such

amounts as the resolution shall prescribe

ii consolidate and divide all or any of its share capital into shares of larger

amount than its existing shares
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iii cancel any shares which at the date of the passing of the resolution have

not been taken or agreed to be taken by any person and diminish the

amount of its capital by the amount of the shares so cancelled or

iv sub-divide its shares or any of them into shares of smaller amount than is

fixed by the Memorandum of Association subject nevertheless to the

provisions of the Statutes

Subject to the provisions
of the Acts the Company may reduce its share capital

redemption reserve share premium account or other undistributable reserve in

any way

At the AGM of the Company held on November 2005 shareholders approved

special resolution allowing the Company to buy-back up to 92000000

ordinary shares in the market which was approximately 5% of the issued

share capital of the Company at 27 September 2005 At the same AGM
shareholders approved an ordinary resolution in relation to Rule of the City

Code of Takeovers and Mergers the City Code which waived the compulsory

bid obligation that arises for News UK Nominees Limited when the Company

repurchases shares under the authority granted by the special
resolution

detailed above Under Rule of the City Code any person who acquires shares

which taken together with the shares already held by him or acquired by

persons acting in concert with him carry 30% or more of the voting rights
in

company which is subject to the City Code is normally required to make

general offer to all of the remaining shareholders to acquire their shares

Similarly when any person or persons acting in concert already hold 3D% or

more but less than 50Io of the voting rights in such company general

offer will normally be required to be made if any further shares are acquired

An offer under Rule must be in cash at the highest price paid within the

preceding 12 months for any shares acquired in the Company by the person

required to make the offer or any person acting in concert with him The

holding of News UK Nominees Limited as at the date of the AGM was

686021700 ordinary shares representing 37.19/o of the voting rights
in the

Company If the compulsory bid obligation under Rule had not been waived

and the Company had repurchased shares under the authority granted by the

special
resolution detailed above and at the time the voting rights

attributable

to the aggregate holding of News UK Nominees Limited had continued to exceed

3O% of the voting rights of the Company or if in the meantime its holding had

fallen below this level and as result had increased to 3D/o or more of such

voting rights News UK Nominees Limited would have been required to make

cash offer for the issued shares of the Company which it did not already own

The Panel agreed to waive the compulsory bid obligation arising in respect of

repurchase by the Company of its shares subject to approval of the ordinary

resolution on poll subsequently received at the AGM from shareholders

independent of News UK Nominees limited The waiver in this ordinary

resolution which is valid only for so long as the authority granted pursuant to the

special resolution detailed above remains in force applies only in respect of

increases in the percentage interest of News UK Nominees Limited resulting

from market purchases by the Company of its own shares and not in respect of

other increases in its holding

In addition in pursuing buy-back authority the Board considered that it was

appropriate that the Company conditionally entered into voting agreement

with News UK Nominees Limited dated 21 September 2005 which would limit

the exercise of its voting rights to 37.19% The voting agreement was

conditional on the buy-back proposals being approved by shareholders and

therefore became unconditional on November 2005

As at 27 September 2006 the Company had purchased and subsequently

cancelled 92000000 ordinary shares of SOp each under this authority for

consideration of 493 million The holding of News UK Nominees Limited

following the exercise of the authority increased from 37.19% to 39.14% of the



Companys issued share capital The authority expired on November 2006 and

the Directors did not seek its renewal

Issue of shares

Subject to the provisions of the Statutes relating to authority pre-emption rights

and otherwise and of any resolution of the Company passed in general meeting

all unissued shares shall be at the disposal of the Directors and they may allot

with or without conferring right to renunciation grant options over or

otherwise dispose of them to such persons at such times and on such terms as

they think proper

Disclosure of interests in the Companys shares

There are no provisions in the Articles whereby persons acquiring holding or

disposing of certain percentage of the Companys shares are required to make

disclosure of their ownership percentage although there are such requirements

under the Disclosure and Transparency Rules specifically DTR which form

part
of the Listing Rules which are enforced by the United Kingdoms Financial

Services Authority

Under Section 793 of the 2006 Act the Company may by notice in writing

require person that the Company knows or has reasonable cause to believe is

or was during the preceding three years interested in the Companys shares to

indicate whether or not that is correct and if that person does or did hold an

interest in the Companys shares to provide certain information as set out in the

2006 Act

There are additional disclosure obligations under Rule of the Substantial

Acquisitions Rules where person acquires 15/a or more of the voting rights of

listed company or when an acquisition
increases his holding of shares or

rights over shares so as to increase his voting rights beyond that level by

whole percentage point Notification in this case should be to the Company the

Panel on Takeovers and Mergers and the UK Listing Authority through one of

its approved regulatory information services no later than twelve noon on the

business day following the date of the acquisition

The City Code on Takeovers and Mergers also contains strict disclosure

requirements with regard to dealings in the securities of an offeror or offeree

company on all parties to takeover and also to their respective associates

during the course of an offer period

Exchange controls

There are no UK government laws decrees regulations or other legislation

which restrict or which may affect the import or export of capital including the

availability of cash and cash equivalents for use by us or the remittance of

dividends interest and other payments to non-resident holders of our

securities except as otherwise described in the Memorandum and Articles of

Association Dividend rights section above and the Taxation section below

to control all substantial decisions of the trust However in the case of

partnership estate or trust this discussion applies only to the extent such

entitys income is taxed to the entity or its partners or beneficiaries on net

income basis under US tax law This summary is based upon current UK law

and UK HMRC published practice ii upon the US Internal Revenue Code

Treasury Regulations cases and Internal Revenue Service rulings all of which

are subject to change possibly with retroactive effect iii upon the UK-US

Income Tax Convention currently in effect the Treaty and iv in part upon

representations of The Bank of New York Mellon the Depositary and assumes

that each obligation provided for in or otherwise contemplated by the Deposit

Agreement dated as of December 2002 among the Company the Depositary

and the holders from time to time of the ADSs of the Company the Deposit

Agreement and any related agreement will be performed in accordance with

their respective terms

The summary of UK tax consequences relates to the material aspects of the UK

taxation position
of US Holders and does not address the tax consequences to

US Holder that is resident or in the case of an individual resident or ordinarily

resident in the UK for UK tax purposes ii whose holding of shares or ADSs is

effectively connected with permanent establishment in the UK through which

such US Holder carries on business activities or in the case of an individual who

performs independent personal services with fixed base situated therein or

iii that is corporation which alone or together with one or more associated

companies controls directly or indirectly 10/a or more of the voting stock of

the Company The discussion set forth below is only general summary and

does not purport to be technical analysis nor description of all possible tax

consequences

The summary of US tax consequences may not completely or accurately describe

tax consequences to all US Holders For example special rules may apply to US

Holders of stock representing 10/a or more of the total combined voting power

of the Company US expatriates insurance companies tax-exempt

organisations banks and other financial institutions persons subject to the

alternative minimum tax securities broker-dealers traders in securities that

elect to mark-to-market and persons holding their shares or ADS5 as part of

straddle hedging or conversion transaction among others

Tax consequences to each US Holder will depend upon the particular facts and

circumstances of each such holder Accordingly each person should consult

with his own professional advisor with respect to the tax consequences of his

ownership and disposition
of shares or ADSs This summary does not discuss

any tax rules other than UK tax and US federal income tax rules The UK and US

tax authorities and courts are not bound by this summary and may disagree

with its conclusions

US Holders of ADS5 will be treated as owners of the shares underlying the ADS5

Accordingly except as noted the UK and US tax consequences discussed below

apply equally to US Holders of ADS5 and shares

US Holders who are not resident or ordinarily resident for tax purposes in the

UK with no other source of UK income and no liability to UK tax are not required

to file UK income tax return

For US federal income tax purposes the gross amount of any distribution made

by the Company to US Holder with respect to any shares or ADS5 held by the

US Holder generally will be includable in the income of the US Holder as dividend
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Under English law and the Companys Memorandum and Articles of Association

persons who are neither residents nor nationals of the UK may freely hold vote
Taxation of distributions

and transfer ordinary shares in the same manner as UK residents or natiqjjls
Under current UK taxation legislation no tax is withheld from dividend payments

btheompany and generally no UK tax is payable by US Holders who are not

Taxation resident or ordinarily
resident for tax purposes in the UK on dividends declared

This section summarises basic UK and US tax consequences of the acquisition
on the shares

ownership and disposition of shares and ADSs by US Holder For purposes of

this summary US Holder is beneficial owner of shares or ADS5 who is

an individual who is citizen or resident of the US for US income tax purposes

ii corporation organised under the laws of the US or any state thereof or the

District of Columbia iii domestic partnership iv an estate the income of

which is
subject

to US federal income taxation regardless of its source or

trust if court within the US is able to exercise primary supervision over the

administration of the trust and one or more US persons have the authority



Shareholder information

continued

income to the extent that such distribution is paid out of the Companys current

or accumulated earnings and profits as determined under US federal income tax

principles subject to the discussion below under US passive foreign investment

company rules Dividends will generally constitute foreign source passive

income for foreign tax credit purposes The dividend income generally will not

be eligible for the dividends received deduction allowed to corporations If the

amount of any distribution exceeds the Companys current and accumulated

earnings and
profits as so computed such excess first will be treated as

tax-free return of capital to the extent of the US Holders tax basis in its shares

or ADS5 and thereafter as gain from the sale or exchange of property

Dividends received by non-corporate US Holder before January 2011 with

respect to such US Holders shares or ADSs that constitute qualified dividend

income will be subject to reduced rate of US federal taxation provided that

such US Holders shares or ADS5 are held by such US holder for more than 60

days during the 121-day period beginning 60 days before the ex-dividend date

and the US holder meets other holding period requirements Dividends paid by

the Company with respect to Ordinary Shares or ADS5 generally will be qualified

dividend income

Any non-US withholding tax with respect to dividend may be used as credit

against US Holders US federal income tax liability subject to certain

conditions and limitations

The amount of any dividend paid in non-US currency will be equal to the US

dollar value of such currency on the date the dividend is included in income

regardless of whether the payment is in fact converted into US dollars US

Holder will generally be required to recognise US source ordinary income or

loss when such US Holder sells or disposes of non-US currency The US Holder

will have tax basis in this non-US currency equal to the US dollar value of

the currency on the date the dividend is included in the US Holders income

This foreign currency gain or loss will generally be US source ordinary income or

loss

Taxation of capital gains

US Holders who are not resident or ordinarily resident for tax purposes in the

UK will not be liable for UK tax on capital gains realised on the disposal of their

ADS5 or shares unless they carry on trade in the UK through branch agency

or permanent establishment or profession or vocation in the UK through

branch or agency and such ADSs or shares are used held or acquired for the

purposes of the trade profession or vocation so carried on or are used or held

for the purposes of the permanent establishment An individual US Holder who has

ceased to be resident and ordinarily resident in the UK for tax purposes for period

of less than five years and who disposes of his or her shares or ADSs during that

period may be liable on his or her return to the UK to UK capital gains tax on

any chargeable gain realised The surrender of ADSs in exchange for shares

should not usually give rise to UK corporation tax or US or UK capital gains tax

In general for US federal income tax purposes US Holder will recognise capital

gain or loss if such US Holder sells or exchanges shares or ADS5 provided that

such shares or ADSs are capital assets in the hands of such US Holder subject

to the discussion below under US passive foreign investment company rules

Any gain or loss will generally be US source gain or loss For an individual any

capital gain will generally be subject to US federal income tax at preferential

rates if the individual has held the shares or ADSs for more than one year
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US passive foreign investment company rules

The Company believes that it will not be treated as passive foreign investment

company PFIC for US federal income tax purposes for the current taxable

year or for future taxable years However an actual determination of PFIC

status is factual and cannot be made until the close of the applicable taxable

year The Company will be PFIC for any taxable year in which either

75% or more of its gross income is passive income or

ii its assets that produce passive income or that are held for the production

of passive income amount to at least 50/o of the value of its total assets on

average

For purposes of this test the Company will be treated as directly owning its

proportionate share of the assets and directly receiving its proportionate share

of the gross income of each corporation in which the Company owns directly or

indirectly at least 25/o of the value of the shares of such corporation

If the Company were to become PFIC the tax applicable to distributions on

shares or ADSs and any gains US Holder recognises on disposition of shares or

ADS5 may be less favourable to such US Holder Accordingly each person should

consult with his own professional
advisor regarding the PFIC rules

Inheritance and gift taxes

An individual who is domiciled in the US for the purposes of the United

Kingdom-United States Estate and Gift Tax Convention the Estate Tax Treaty

and who is not national of the UK for the purposes of the Estate Tax Treaty will

generally not be subject to UK inheritance tax in respect of the shares or ADS5 on

the individuals death or on gift of the shares or ADS5 during the individuals

lifetime provided that any applicable US federal gift or estate tax liability is paid

unless the shares or ADS5 are part of the business property of permanent

establishment in the UK of an enterprise or pertain to fixed base in the UK

of an individual used for the performance of independent personal services

Where the ADS5 or shares have been placed in trust by settlor who at time of

settlement was US Holder the ADSs or shares will generally not be subject to

UK inheritance tax if at the time when the settlement was made the settlor was

domiciled in the United States and was not national of the United Kingdom for

the purposes of the Estate Tax Treaty In the exceptional case where the shares

are subject both to UK inheritance tax and to US federal gift or estate tax the

Estate Tax Treaty generally provides for the tax paid in the UK to be credited

against tax paid in the US or for tax paid in the US to be credited against tax

payable in the UK based on priority rules set out in that Treaty

UK stamp duty and stamp duty reserve tax

transfer for value of the shares will generally unless the consideration for

the transfer is certified as being no more than 1000 be subject to UK ad

valorem stamp duty normally at the rate of O.5/o of the amount or value of the

consideration given for the transfer rounded up if necessary to the nearest

multiple of Stamp duty is normally liability of the purchaser

An agreement to transfer shares or any interest therein for money or moneys

worth will normally give rise to charge to stamp duty reserve tax SDRT at

the rate of 0.5/o of the amount or value of the consideration for the shares or

interest therein with no rounding up or downl However if duly stamped

instrument of transfer of the shares is executed in pursuance of the agreement

and duly produced within six years of the date on which the agreement for sale

is made or if the agreement is conditional the date on which the condition is

satisfied any SORT paid is generally repayable with interest and otherwise the

SDRT charge is cancelled SORT is in general payable by the purchaser The UK

Finance Act 1996 amending the UK Finance Act 1986 makes it clear that

contrary to previous UK HMRC practice SDRT will be levied in respect of

agreements to transfer chargeable securities which include shares even where



person not resident in the UK buys chargeable securities from another non

resident and the transaction is carried out outside the UK

Stamp duty or SDRT charges at the rate of l.5Io lin the case of both stamp

duty and SDRT of the amount or value of the consideration or in some

circumstances the value of the shares may arise on transfer of shares to the

Depositary or the Custodian of the Depositary or to certain persons providing

clearance system or their nominees or agents and will usually be payable by

the Depositary or such other persons It is possible for persons operating

clearance services to make an election to HMRC subject to certain conditions

pursuant to which instead of the l.SIo stamp duty or SDRT charge applying on

entry as described above O.5Io SDRT charge would apply to transfers of

securities made within the system

In accordance with the terms of the Deposit Agreement any tax or duty payable

by the Depositary or the Custodian of the Depositary on any subsequent deposit

of shares will be charged by the Depositary to the holder of the ADS or any

deposited security represented by the ADS

No UK stamp duty will be payable on the acquisition or transfer of an ADS or

beneficial ownership of an ADS provided that the ADS and any separate

instrument of transfer or written agreement to transfer remains at all times

outside the UK and provided further that any instrument of transfer or written

agreement to transfer is not executed in the UK An agreement to transfer ADS5

will not give rise to liability for SDRT

Any transfer for value of the underlying shares represented by ADSs which will

exclude transfer from the Custodian of the Depositary or the Depositary to

an ADS holder on cancellation of the ADS5 may give rise to liability to UK

stamp duty The amount of UK stamp duty payable is generally calculated at the

rate of O.SIo of the amount or value of the consideration on transfer from the

Custodian of the Depositary to US Holder or registered holder of an ADS

rounded up if necessary to the nearest multiple of
Legislative changes

enacted by the UK Finance Act 2008 provide that no UK stamp duty will be

payable upon cancellation of the ADSs nor on transfer of shares between the

Depositary and another person whose business is to issue depositary receipts

or person providing clearance system

US information reporting and backup withholding

Dividend payments on the shares or ADS5 and proceeds from the sale exchange

or other disposition of the shares or ADSs maybe subject to information reporting

to the Internal Revenue Service and possible US backup withholding at rate of

28Io US federal backup withholding generally is imposed on specified

payments to persons that fail to furnish required information Backup

withholding will not apply to holder who furnishes correct taxpayer

identification number or certificate of foreign status and makes any other

required certification or who is otherwise exempt from backup withholding Any

US persons required to establish their exempt status generally must file

Internal Revenue Service Form W-9 Request for Taxpayer Identification

Number and Certification

Backup withholding is not an additional tax Amounts withheld as backup

withholding may be credited against US Holders US federal income tax liability

US Holder may obtain refund of any excess amounts withheld under the

backup withholding rules by filing
the appropriate claim for refund with the

Internal Revenue Service and furnishing any required information

Documents on display

Certain documents referred to in this Annual Report can be inspected at our

registered
office at Grant Way Isleworth Middlesex TW7 5QD England during

normal business hours on Monday to Friday public holidays excepted

Shareholders attending the Companys AGM will also have the opportunity to

inspect certain documents as detailed in the Notice of AGM from 15 minutes

prior to the meeting until its conclusion copy of the Notice of AGM can be

downloaded from the Companys corporate website at www.sky.com/corporate

We are subject to the
periodic reporting and other informational requirements

of the US Securities Exchange Act Under the Exchange Act we are required to

file reports and other information with the SEC Copies of reports and other

information when so filed may be inspected without charge and may be

obtained at prescribed rates at the public reference facilities maintained by the

SEC at 100 Street N.E Washington D.C 20549 The public may obtain

information regarding the SECs Public Reference Room by calling the SEC

at 1-202-551-8090 Our public filings with the SEC are also available on the

website maintained by the SEC at www.sec.gov

Material modifications to the rights of security holders

and use of proceeds

The constituent instruments defining the rights of holders of ordinary shares

have not been materially modified

Pursuant to the terms of the Deposit Agreement The Bank of New York Mellon

as Depositary has agreed to notify holders ofADSs of all actions of the Company

in which shareholders of ordinary shares are entitled to exercise voting rights

thus facilitating the exercise of voting rights by holders of ADSs The address of

The Bank of New York Mellon is 101 Barclay Street New York New York 10286
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Glossary of terms

Useful Definitions Description

365 Media 365 Media Group Limited

ADS American Depositary Share each ADS currently represents four ordinary shares of BSkyB

Bonus channel channel provided to subscriber in addition to one or more subscription channels but at no incremental cost to

the subscriber

BSkyB or the Company British Sky Broadcasting Group plc

Churn The number of DTH customers over given period that terminate their subscription in its entirety net of former

customers who reinstated their subscription in that period where such reinstatement is within twelve month period

of the termination of their original subscription expressed as an annualised percentage of total average subscribers for

the period

Customer subscriber to DTH service

DSL Digital Subscriber Line

0TH Direct-to-Home the transmission of satellite services with reception through minidish The Group also retails certain Sky

Channels to limited number of DSL subscribers references throughout to DTN subscribers include DSL subscribers

DT Digital Terrestrial Television digital signals delivered to homes through conventional aerial converted through set-top

box or integrated digital television set

EPG Electronic Programme Guide

ESOP Employee Share Ownership Plan

Fiscal year or fiscal Refers to the twelve months ended on the Sunday nearest to 30 June of the given year

Freeview The free DTT offering available in the UK

The Group BSkyB and its subsidiary undertakings

HD High Definition Television

IFRS International Financial Reporting Standards

IP Internet Protocol the mechanism by which data packets may be routed between computers on network

ILU Local Loop Unbundling process by which BTs exchange lines are physically disconnected from BTs network and

connected to other operators networks This enables operators other than BT to use the BT local loop to provide

services to customers

Minidish Satellite dish required to receive digital
satellite television

Multiroom Installation of an additional
set-top

box in the household of an existing subscriber

Oftom UK Office of Communications

P1 Premier League

Premium Channels The Sky Premium Channels and the Premium Sky Distributed Channels

Premium Sky Distributed Channels Disney Cinemagic MUTV Chelsea TV and Music Choice Extra

PVR Personal Video Recorder satellite decoder which utilises built-in hard disk drive to enable viewers to record without

videotapes pause live television and record one programme while watching another

RCF Revolving Credit Facility

Set-top box Digital satellite reception equipment
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Sky British Sky Broadcasting Group plc and its subsidiary undertakings

Sky Skys fully-integrated
Personal Video Recorder PVR and satellite decoder This includes SkyHD decoders

SkyHD I-ugh Definition box with PVR functionality formerly known as Sky HD

Sky Active The brand name for Skys transactional interactive television services including customer services games betting and

messaging

Sky Basic Channels Skyl and its simulcast version Skyl HD Sky2 Sky3 Sky News Sky Travel Sky Real Lives and its multiplex versions

Sky Real Lives and Sky Real Lives and the simulcast Sky Real Lives HO Sky Sports News Sky Arts and Sky Arts

including their simulcast versions Sky Arts HD and Sky Arts HD Sky Vegas Sky Poker.com

Sky Bet Skys betting services provided through set-top boxes the internet and via phone

Sky Broadband Home broadband service provided for Sky digital customers UK Online customers are excluded from quoted subscriber

figures

Sky Box Office Our pay-per-view service offering movies sporting events and concerts

Sky Channels Television channels wholly owned by the Group being the Sky Basic Channels and Sky Premium Channels

Sky Distributed Channels Television channels owned and broadcast by third parties retailed by the Group to DTH viewers

Sky Premium Channel Package DTH subscription package which includes one or more of the Sky Premium Channels

Sky Premium Channels Sky Movies Pack Sky Movies Comedy HO Sky Movies Classics Sky Movies Modern Greats HO Sky Movies Family

HO and Sky Movies Screen HO Sky Movies Pack Sky Movies Actionljhriller HO Sky Movies Indie Sky Movies

SciFi/Horror HO Sky Movies Drama HO and Sky Movies Screen HO and Bonus Channels Sky Movies Premiere

HD and Sky Movies Premiere Sky Sports HD1 Sky Sports H02 Sky Sports HO3 and Sky Sports Xtra

Channels have an HO simulcast where specified Sky Sports FID3 will simulcast Sky Sports Xtra programming occasionally

Sky Talk Home telephony service provided for Sky digital subscribers

SMATV Satellite Master Antenna Television

SMPF Shared Metallic Path Facility

Transponder Communication devices on satellites which send programming signals
to minidishes

Viewing share Number of people viewing channel as percentage of total viewing audience

VM Virgin Media

WAN Wide Area Network Companies link networks at different sites over the internet to form secure WAN
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L.A

Form 20-F caption

Identity of directors senior management and advisers

Offer statistics and expected timetable

Key information

Selected financial data

Capitalization
and indebtedness

Reason for the offer and use of proceeds

Risk factors

Information on the Company

History
and development of the Company

Business overview

Organizational structure

Property plants and equipment

Unresolved staff comments

Operating and financial review and prospects

Operating results

Liquidity and capital resources

Research and development patents
and licenses etc

Trend information

Off-balance sheet arrangements

Tabular disclosure of contractual obligations

Safe harbor

Directors senior management and employees

Directors and senior management

Compensation

Board practices

Major shareholders and related party transactions

Major shareholders

Related party transactions

Interests of experts and counsel

Financial information

Consolidated statements and other financial information

Significant changes

The offer and
listing

Offer and listing details

Plan of distribution

Markets

Selling shareholders

Dilution

Expenses of the issue

Page

n/a

n/a

Property

No unresolved staff comments

Auditors
report

Consolidated financial statements

None

119

123

n/a

n/a

27

30

109

49

n/a

39

40

30

43

47

46

46

45

50

58

62

55

52

82

63

65

122

47

107

n/a

70

71

46

n/a

121

n/a

121

n/a

n/a

n/a

Form 20-F cross reference guide

The information in this document that is referred to below shall be deemed to be part of the Annual Report on Form 20-F for 2009 that has been filed with the

Securities and Exchange Commission This information is the only information that is intended to be filed or incorporated by reference into any filing
made by the

Company under applicable US securities laws

Location in this document

Not applicable

Not applicable

Group financial record

Shareholder Information Exchange rates

Not applicable

Not applicable

Principal risks and uncertainties

The business its objectives and its
strategy

The business its objectives and its
strategy

Government regulation

Consolidated financial statements Note 30 Group investments

Employees

Share ownership

Financial review

Financial and operating review

Government regulation

Financial and operating review Liquidity and capital resources

Financial and operating review Research and development

Financial and operating review Trends and other information

Financial and operating review Off-balance sheet arrangements

Financial and operating review Tabular disclosure of contractual obligations

Forward looking statements

Board of Directors and senior management

Report on Directors remuneration

Report on Directors remuneration Service agreements

Non-Executive Directors

Corporate governance report
Board committees

Board of Directors and senior management Employees

Consolidated financial statements Note Employee benefits and key

management compensation

Reporton Directors remuneration Share interests

Report on Directors remuneration 11 LTIP 13 Sharesave Scheme options

Shareholder information Major shareholders

Financial and operating review Related
party

transactions

Consolidated financial statements Note 29 Transactions with related

parties and major shareholders

Not applicable

Financial and operating review Trends and other information

Shareholder information Share price information

Not applicable

Shareholder information Share information

Not applicable

Not applicable

Not applicable
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Item Form 20-F caption Location in this document Page

10 Additional information

Share capital Not applicable n/a

Memorandum and Articles of Association Shareholder information Memorandum and Articles of Association 124

Material contracts The business its objectives and its strategy Significant agreements 22

Report on Directors remuneration 58

Exchange controls Shareholder information Exchange controls 127

Taxation Shareholder information Taxation 127

Dividends and paying agents Not applicable n/a

Statement by experts Not applicable n/a

Documents on display Shareholder information Documents on display 129

Subsidiary information Not applicable n/a

11 Quantitative and qualitative disclosures about market risk Consolidated financial statements Note 23 Derivatives and other

financial instruments 94

Forward looking statements

12 Description of securities other than equity securities Not applicable n/a

13 Defaults dividend arrearages and delinquencies Not applicable
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Sky Talk

Award-winning savings from the UKs fastest-growing

home phone service Sky Talk came out ahead of all

other providers for the second year running in the 2009

uSwitch Home Phone Customer Satisfaction Report

winning out of ii awards including Best Deal for You

Sky TV

More than one in

three home.s chooses

Sky for awo rld of

unlimited entertainment

Great new shows

amazing documentaries

must-see movies live

sporting drama and

much more Now with

unprecedented control

at the touch of button

and the vivid intensity

of high dehnition
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Sky Broadband

Fast reliable and great-value broadband for Sky TV

customers Sky Broadband offers choice of products

to suit
everyone including truly unlimited usage

with download speeds of up to 20Mb with Sky

Broadband Unlimited



We want to be first choice for

entertainment and communications

Sky is valued part of everyday life in almost 10 million homes

helping people to get even more out of the things they love

We entertlin excite and inspire our customers with great choice

of high-quality content We make technology simple and put viewers

in control of how they watch TV We connect people to each other

and to the world with our broadband and phone services

Because we never forget that Sky is choice we put customers first

and work hard to earn their trust We make our products affordable

so millions can join in And we back it all up with commitment to

exceptional customer service

Seeing the bigger picture is part and parcel of the way we do business

Thats why were committed to doing the right thing and playing our

part in the communities where we live and work

We strive to be the best for our customers and our people and to

make positive contribution to life in the UK and Ireland That is

the best way for our business to achieve sustainable success

Were always looking for ways to improve That spirit has made us

what we are today and it will drive us to become what we want to

be tomorrow
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Chairmans statement

James Murdach
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2009 has been year of achievement with

mare customers choosing Sky tar broader

range of entertainment and communicatians

services than ever Twenty years nn tram our

iaunch in February 1989 we have passed

the milestone of nine millian rustnmers and

we are deepening our relationships with

those tamities through our expansion into

broadband and telephony

Everyone associated with Sky should take

pride in the achievements of the Companyts

first twa decades We have built one of the

UK and irelands leading businesses by

continually challenging the status qua and

striving to bring nare choices to more people

In an industry that has often relied an

public intervention and subsidy our story

is demonstration of how risk-taking and

investment by private enterprise delivers

goad outcomes far consumers Sky has been

constant farce tar change and progress

opening up choice in television investing in

high-quality content innovating to improve

the cuskamer experience and adapting to

embrace new opportunities as entertainment

and communications come together

With our commitment to customers comes

sense of responsibility in the way we do

business In particular we are making

good progress in expanding our contribution

in three key areas helping to create healthy

environment encouraging participation in

sport and opening up the arts ta mare people

We believe that seeing this bigger picture is

key part at durable success and lang-term

value creation

On behalf of the Board would like to express

gratitude far the contribution of the twa

Nan-Executive Directors who stepped dawn

during the last year Chase Carey retired from

the Board in February 2009 after six years

valued service Lard Jacob Rothschild stepped

dawn in September 2008 after acting as

committed and independent Deputy Chairman

at our Board tar mare tttan faur years Bath

have provided leadership suppart and counsel

through challenging and important periads tar

the Company Personally will miss them bath

as know vvil the whale team at Sky

would also like to welcome lam Mackridge

to the Board laliawing his appointment as

Nan-Executive Director in February 2009

As Chief Executive of Sky italia and Chief

Executive European Television at News

Corporation Tam brings further experience

of internatianai pay television to the Baard

in my first full year as Nan-Executive Chairman

would like to give thanks tar the commitment

and expertise with which the entire Board

continues to guide the Campany would also

like to thank all of our 16000 colleagues at

Sky far the passian and dedicatian they have

brought to the Company and its customers

over the last year

in reflection of our strong performance in

challenging conditions the Board proposes

S% increase in the full year dividend to

17.6 pence per share

We thank a.l shareholders far their continued

support as we Iaok ahead with aptimism to

the next 20 years
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20 years of Sky

Sky celebrated 2Otts anniversara F-a cO

4III We started with belief that people deserved better

PW choice This is just as true today as it was then
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Sky puts customers in control of how Sky News wins BAFTA award for its

they watch IV reporting of 9/11
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Chief Executives statement

Jeremy Oarroch

Ste is hnstwss which emuracee

change we look Icc epeoctonhiec

eva nvecv one we gcw Our approach

is based on dent fyiap trends in the

narketulac.e wnch will develop over

hme ann on using those trends as

sadwinds no drive urn growth in aoing

so we aim so create organ mccv

pro Titathe ousness and create

sigaiticant value Inc shareholders

Many times over the last 20 years Sky has

shown that ii is prepared to take risks and

adapt By doing so weve been able to keep

moving forward to meet consumers rhanging

needs such as with the transition from analogue

to digital broadcasting or our belief in the

potential ot digital video recorders such as SkyC

The pace of change is accelerating not slowing

down In the last three years we have made

significant changes to align further our business

with long-term trends in the marketplace

We entered the cornrnunicatio ns sector and

challenged the established providers with the

quality and value that has made Sky the UKs

fasteslgrowing broadband and home phone

provider And we made an early commitment

te high definition HO television that helped

us to achieve clear leadership position from

which we have gone on this year to put HO at

the centre of our strategy

The consequence of this continuous change

is that our business today is focused around

two distinct legs of growth First cve continue

to grow our overall customer base by attracting

new customers to Sky and second we are

increasing tate-up of additional products

among our existing customers In each of

these areas we see substantial opportunity

Our results show that this clear consistent

strategy is working Sky today is of draniatically

different size and shape compared cvith three

years ago Since 2006 our total number of

customers has increased by 15%

In addition there has been step-change

in the volume of activity with total annual

product sales rising almost threetold to

more than seven million in 2009

Whereas three years ago large majority

of customers took our standard television

product customers are now choosing Sky tor

more products than ever Today most of our

customers choose to control their viewing with

Sky and our new products in HO broadband

and home telephony have grown rapidly to

scale It is testament to the capability within

Sky as an organisatlon that we have been able

to diversify and expand our business in such

short period through organic growth

Looking hack at our performance during 2009

we have continued to achieve strong growth

in tough economic environment While these

are difficult times for many customers our

experience is that people are making careful

choices and spending money on the things they

really care about We know that they value tile

products that we offer quaiity entertainment

for the whole family increased control and

flexibility in how they watch the superior

picture and sound quality of HO and great-

value broadband and phone services This

puts us in good position particularly when

people are spending more time at home

ore omnjc covt enmccn

While there is no room for complacency our

results for the last year are evidence that the

quality and value of our offering are resonating

with customers In terms of overall customer

numbers the rate of groceth accelerated year-

on-year to reach its highest level for five years

AN

II ./



In our second leg of growth we continue to see

increasing demand from existing customers to

fate more trorn us and our HO broadband and

home telephony producfs all passed significant

milestones this year

Three years after launch 22 million customers

have joined Sky Broadband and Sky Talk now

has 1.9 million customers of whom almost

half also fake our line rental product Overall

16% of our customers now choose Sky for

all three of TV broadband and telephony

compared with 11% year ago We believe

there is significant potential for further

growth as more of our existing customers

respond to the quality and savings we offer

aU 1.5/o of our cuuiomuru

5JVvflJlOct.Ky Oi C5 00
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For number of years we have seen an

emerging opportunity in the shift towards HO

and have bean positioning our business to take

advantage using our highhandwidth satellite

platform to assemble the UKs best HO content

offering by far In January 2009 wa decided

to accelerate the grcwth of Sky4 HO in part

by passing on cost savings achieved in our

supply chain following the acquisition of

Amstrad Around 1000 new jobs were created

in our service and installation teams to meet

anticipated demand at the new everyday low

price of 649 for SkyHO box The response

from customers has been huge with the total

number of SkyHO customers more than

doubling to 1.3 million since the start of the

financial year

HO represents highly attractive investment

opportunity for Sky and we remain focused

on extending our leadership even further

going forward

Our confidence in the continued growth of

pay TV reflects customers growing willingness

to pay for the content they value Ouring 2009

weve continued to invest in highquaiitv

programmes to satisfy existing customers and

create more reasons for people to subscribe

We have identified drama and tile arts for

example as two genres where we can reach

out to new audiences meeting needs that are

increasingly less well served by freetoair

broadcasters Weve doubled our arts output

by expanding the Sky Arts portfolio to include

four dedicated channels with en average reach

of around 1.5 million viewers each month

Skyl our flagship entertainment channel is

stepping up its commitment to original UK

drama with
critically

acclaimed productions

such as Mertina Coles The Take and Skellig

in acquired content House is the latest exempie

of quality US drama that has moved to Skyl

while Sky Movies has acquired the rights to the

forthcoming HBO drama The Pacific the follow

up tottio
hugei.y

successful Band of Brothers

Sky Sports has had an outstanding year

with live coverage of events such as the Ryder

Cup the UFFA Champions l.eague the British

and lcish Lions tour of South Atri.ca the US

Open and crickets ICC World Twenty2O

and customers can look forward to more

live Barclays Premier League football for

the three seasons from 2010/lI to 2012/13
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Chief Executives statement

If

Total mnnthy audience macn of Sty Arts channels

While focusing hard on our strategic prioritiev

in customer-facing areas we have continued

to seek operational efficiencies behind the

scenes Lower costs in our supply chain and

administrative functions have allowed us to

reinvest in areas where customers see value

such as SkyFlD high-quality content and

customer service

This approach has allowed us to deliver

strong financial performance despite the

upfront cost of strong demand for our products

and nuniber of
cyclical

headsvinds Group

revenue exceeded billion for the first time

in 2009 rising by 7% to S.323 billion on

an adjusted basis Adjusted operating profit

increased by 4% to 780 million and free

cash flow rose by 25% to 474 million The

Company is in strong financial position and

we are focused on delivering increasing returns

The issue of consumer trust in business has

risen in prominence following the banking

crisis and its impart on the broadar economy

As customers become increasingly careful

about the companies they do business with

we believe that reputation will become evan

more important

At Sky ave recognise that being responsible

business is vital component of lontt-terrn

sustainable success Were committed to doing

the
right thing in the way we operate and to

working with our peopie and our customers

to play our part in the communities in which

we iva and work Our focus is on three areas

vjhere we believe vae can make positive

difference heiping to create healthy

environment by tackling climate change

encouraging participation in sport

and opening up the arts to more people

This year we have helped customers to reduce

their energy use by extending our pioneering

auto-standby feature to all active Sky boxes

move that we believe will save around 20
million in energy costs each year as well as

90.000 tonnes of CO2 In our broadcasting

business were working with independent

producers to make television production

more energy efficient and avere building

broadcasting facility on our west London

campus that cviii be the most sustainah.e

of its kind anywhere in Europe

in sport vaeve raneaved our support for the

ECBs Coach Education Programme which has

a.raady trained 13000 cricket coaches Working

with the youth Sport Trust weve opened up

the Sky Sports Living for Sport initiative to all

UK secondary schools with the aim of using

sport to help even more young people to

overcome problems at school

through our partnership with British

Cycling wove set an ambitious goal of getting

one million nmora people cycling regularly within

five years .A programme of mass-participation

Skyride events vaill take place in cities across

the UK and to provide inspiration we have

announced tf creation of Team Sky

professional road racing teem cvith the

ambition of creating the first British winner

of the Tour do France
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As well as expanding our Sky Arts channels

weve continued our ottscreen support for

the arts through our partnerships with the

Hay Festival English National Ballet and English

National Opera tO addition weve committed

to extend our Sky Arts At .. initiative to bring

increased exposure to arts organisations across

the UK and formed new partnership with the

UKs leading public arts company Artichoke

Our first
joint project with Artichoke is Antony

t3ormieys One and Other on Trefalger Squares

Fourth Plinth with more to come next year

ha quaiity and vodru ul our nttVnu

a/a casunatiro with custumurs

Sky is company which makes positive

and growing contribution to lily in the UK and

Ireland Continuing to invest in our brand and

reputation is one of the ways in which we will

build trust in our business reach out to new

customers and icy the foundations for long-term

sustainable success

Our people as always are the key to achieving

that success would like to pay tribute to their

contribution over the lest year end thank theni

eli Inc their commitment energy end creativity

The opportunity br Sky is substantial em

confident that we have the capability to continue

to grow our overall customer base white

encouraging exisUng customers to take

broeder set of products from us By delivering

on our plans end remaining focused on

customers we have the potential to build

larger more durable business end creote

significant value for shareholders

Creating choice

We believe thet bringing choice to

more people is tundamentally

good thing Its not just
about

more its ebout better

Putting customers first

Building long-term retetionships

means putting customers first

understanding their needs end

being responsive to whet they say

Fuelling passions

Our channels exist to fuel the passions

ot more then nine million faniities

To entertain escite end inspire

Pushing boundaries

Always moving forward and changing

things tom the better Life-changing

innovation lromn the simplicity of

Sky to the brilliance ot HO

Seeing the bigger picture

Weve elweys been about the small

screen hut we also see the bigger

picture We understand that

successful end sustainable business

is cesponsibie business

Making talent shine

Meeting our enibitions for customers

end our business rests on the people

at Sky So we employ the best and

mete sure they can give tlteir best

Read tUD tinci

Sk is about

crsr Sky Bo.dtas5 St-.r- Si



Creating

choice

Sw hecon 20 years ago with set

hriooio more choice to more oeoota

The coofidewa maw will

ospor to now aooortooitios and

thoo comnaiiiior criers on staodards

aod rtoaiIty for evervore

Weve invested billions and taken some big risks

to bring this vision to life lt began with wider

choice of television channels offering depth

and breadth ot programming in sport movies

news entertainment and much more The range

of content see offer has changed dramatically

since then and so has the way vve deliver it

Its easy to forget just
how much has changed

since Sky launched on February SSBS

For UK televisun viewers life 20 years ago was

very different With choice of four channels

shoceing limited range of programmes

it was little more than one size fits all There

were handful of news bulletins at set times

the occasional film smattering of childrens

programming and every now and again some

live sports coverage

Today there has been an explosion of choice

in what we can watch But its not just about

niore its also about better Westrive to offer

more personal mix of distinctive programmes

to satisfy every mood and occasion and to suit

individual tastes and interests

Skellig Skyls

magical adaptation

of David Almonds

amard-minning hook

4HD
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Creating choice

Audiences are responding

With over 500 channels on the Sky platform

there are services dedicated to genres as diverse

as the arts history wildlife and religion There

are more movies hroadcast sooner after their

theatrical release and without interruption

Sport is given the exposure and quality of

coverage it had cried out for over many years

There are 16 dedicated news channels offering

difierent perspectives on the world And plenty

more besides

As well as viider choice of what to watch

weve consistently pioneered more choice in

how to watch Innovations like SkyC have used

technology to give customers more control and

flexibility making it easy to fit the TV they love

around their busy lives Now vjere leading the

way with HO bringing cinema-like picture and

sound quality into the home

Audiences have never had so much to

choose from And theyve responded by

leaving behinct the limited opportunities

of the past and embracing the richer choice

that is now available Almost half of all 01K

hooseholds now choose to subscribe to

pay TV service Thats quite an achievement

after just 20 years As the number of pay TV

customers continues to rise steadily they

will soon become the majority Few would

have believed it possible back in 1989

Things have changed within the industry

as well Whereas once television was

dominated by few broadcasters today

there is large and successful multi-channel

sector Because our platform is open to all

our investments mean that every licensed

broadcaster has the chance to reach an

audience ot millions That in turn has created

new opportunities for production companies

and other suppliers

We have built many long and successful

partnerships with other channel providers

to expand the range of programmes available

to customers in genres such as documentaries

and childrens programmes Sky has invested

directly in some of the best-known channel

brands through joint-venture portfolio

that includes channels such as History

National Geographic Channel and Nickelodeon

One in three homes

Today toore people than ever are choosing

Sky for the choice quality and value that we

offer Were already the choice of 9.4 million

customers more than one in three families

in the 01K and Ireland and we see plenty of

scope for further growth

As entertainment and communications come

together were bringing our challenger spi.rit

to much broader marketplace Our expansion

into communications services is helping to

increase choice and bring down prices for

millions of people making Sky the fastest-

growing broadband and home phone provider

in the UK
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Just three years alter launch 2.2 rnilion

customers have joined Sky Broadband and

1.9 million have chosen one of our Sky Talk

packages As more and more people choose

single trusted supplier tor variety of services

we see big opportunity for continued growth

We want to be the UK and retands first choice

for entertainment and communications Because

we never forget that Sty is choice that people

make eve will keep working to earn the loyalty

ot existing customers and to find more ways

to reach out to new customers in the future

That means svell go on investing in the great

choice ofTV that customers love innovating to

enhance the vievaing experience and helping

customers to save money when they take more

from us By continuing to broaden the appeal

of our products and services were well set to

encourage more families to
join Sky and to

choose even more of our products

fl to hod ou mote information

about sky visit var website

www.sky.com/corporate
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Putting

customers first

Thw Yd million families who choose

Sep are not just our viewers they are

also our customers That distinction

is more than word to us its

furtdarneotal to the way we think

and the wee we o.pecate

Its very simple If customers like what we do

they will reward us with their business lrthey

dont they can choose to leave us Our rates of

customer loyalty and satisfaction are some of the

best in the world hut we nevetorget that Sky is

choice And we think that direct accountability

to our customers makes us stronger as result

Because our business is based on subscription

model we know that our future success relies

on building Ion Wterm relationships That means

putting customers first understanding what

they want and being responsive to what they say

Whats more peoples preferences change

over time Thats vvhy we have to be prepared

constantly to change as well so that our

business and products are always geared

around t.he customer
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Putting customers first

with them eP the time Each year we handle

acound 50 miflion telephone calls while our

field engineers visit four million homes year

Each of these conversations can be valuable

source of insight end engagement which

helps us to keep growing over the long term

To help maintain relentless focus on customers

weve gone step furth er hy investing in

comprehensive progcamme designed to bring

our people real insights about our customers

Known as Customer Closeness the programme

was originally designed for senior managers but

wes soon rolled out across the Company in order

to embed customer insights even more widely

So far almost 2000 of our people have taken

pert in wide variety of activities such as

participating in customer focus groups

spending day with one of our field

Insight from the Customer Closeness

programme helps us to take variety of

business decisions For example when

customers let us know how often they told

their friends end family about the way Sky

transforms the TV experience we derided

to build en entire advertising campaign

around the theme of customer advocacy

The campaign which featured celebrities

such as Sir Mich eel Parkinson and Kelly Brook

talking about the difference Sky makes to

their lives is one of the reasons why Sky has

grown so strongly to reach more then half of

alt our customers Following its success Sky

was named the winner of the Best Customer

Insight category at the Marketing Society

Awards for Excellence 2009

Making Sky accessible

Responsiveness to customer needs is also whet

drives our approach to accessibility developing

range of services to help disabled people get

the best out of Sky Since 2003 we have had

dedicated customer service team for disabled

or vulnerable customers Last year we increased

this teem to over 100 people who now handle

over 5000 cells each week

Our work on accessibility
doesnt stop there

Weve also developed en accessible remote

control which in May 2009 became the first

OK product to be ewerded Age OK accreditation

from Help the Aged end Age Concern. On-screen

lest year we again exceeded eli requirements

for subtitling audio description end sign

interpretation and mede further commitment

to increase audio description to 20% of

programmes on most Sky channels This is

pert of our broad commitment to putting

customers first just
like our parental controls

which hetp customers manage their family

viewing and keep children sate online

firer voice every clay

ie ceugher ecer.eecm restreenceot Stys

strong grewth is retiectien nt the greet sates

ettereri icy pay TV cnmpsred te ether eeeryday

choices At 46 cur tep package rests less tsr

sehete montts thee tis tsrice et tekirig the

fereity out rer esingte meat At thsr ether sod

ef thes cats yea sac cheese package ci basic

TV channels tsr as tittle as 54 pence dey

16% ci our custemers new cheese Sky tsr the

cuwhinetiae ofrV piers arid hraadbaert up

frem 11% act year tVith mittiens ef existing

customers yet
to switch there is plenty cf

greeath tett te ftc fur

ri flgm
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Poteoriet easing from switching to

Sky Bruedhend end Sky TeA

Our enestnp portal My Sky wakes it resy tsr

custrrners ts manage their account online By

leggng on to My Sky customers sen stew their

tilt make oeyrnerrt arid rrack eli order To help

you get more out etynur Sky subscription My Sky

see eee.o search through thousands of programmes

to prssidr persenohsmmd daily rrenu of TV picks

based en your indietduai preterer.ces and ettow

sos to sat op recording on your Sky box

Cose to our customers engineers or retail agents end listening

unli.ke free-to-air broadcasters we have direct to our everyday telephone conversations

relationship with ottr customers end interact with customers

Our wear into home consnsunicetinns has allowen

us to offer eeen more netue Sky TV customer

ceo seen rn to 6190 year by switching to Sky

Breetband and Sky Talk as welt This eeeryday

yates hen hei.ped us to heroine the tire fastest

grewing broadband and home phone presider

and to sets awards for customer satisfaction in

oureeys by uSmitch and Broadband Choices
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Simpy great service

There is no bigger priority for us than delivering

simply great service From investing in systems

fo developing the skills of our people were

always working to linct ways to give customers

fhe high quality of service that they expect

That means empowering our people so that ifs

easy for customers to deal with us We provide

around 300000 hours of training for our contact

centre advisers each year so they have the skills

to resolve more of our customers questions

first time

Were also nicking it easier for customers to

find out intormation or get in contact with us in

wide variety ot ways such as online or via the

red button on their remote control Almost

third of upgrades by existing customers are

now handled online

commitment to highquality service takes effort

and investment ln the last year we have begun

upgrading ourtelephone systems to help us

answer calls more efficiently opened new

contact centre in Leeds and expanded our

workforce in response to strong demand for

our products As part of our push to accelerate

tatteup of SkytHO around 1000 new jobs

have been created in our service and installation

teams to help get customers up and running

as quickly as possible

We know that we need to go on putting

customers at the centre of vohat we do And if

we go on meeting their needs their loyalty and

trust will be the foundation of our future success

Tetind cut mere informationLJ about Sky elsit our wehsite

vaww.sky.cornfcerporate

tit coo pociocge

5kv stands ton the best choice ef 1V

eeeiahie end me hehese is tisie.y

customers the tlechdire to build

p.nken tO seit theft ems needs

and interests Thats misy weve

orgaeisec our basic tV rhancers

into six Homed pecks

Re.oyror from trds to music smyle

and cuosre to ksomiedfe er.d

eesss ersd eseoss to variety
there is

somethiry for everyone Our srronie

priciey structure starts at cit.SO

reoelh with each addrrrosor pack

cclv ci oxtre ofter that cusronsers

can further tarher their package

needs by addieg sky Sports or

Sky Movies so they only ever pey

frrr the iv thrry mast

%nn
ielasrisiun erd re.iiu chennelr

fjJf

Six ttremart 10 packs

is .5



Fuelling

passions
Well never forget the reason why

millions of customers join Sky Above

all they want to enter world where

they can enjoy entertainment on their

own terms Our channels exist to make

sure that customers get the TV they

love Individual choice to satisfy every

mood and occasion To stimulate the

imaginations and fuel the passions

of more than nine million families

fast year we invested around 1.4 billion in

programming for our own channels more than

any other commercial broadcaster Of this

almost billion is spent in the UK whats

more our investment in content has increased

steadily yearon-year more than doubling over

the past decade ln addition we support channel

partners such as UICTV Oiscovery and National

Geographic with further investment of more

than 300 million yeau

At time cohen sone freeto-air broadcasters

are cutting hack their programme budgets

we are committed to continuing investment in

differentiated content This is fundamental to

the way we intend to keep creating new reasons

tor people to subscribe we know that we need

to offer each and every one ot those customers

something that they really
iove hut cant get

enough of on fremtomir TV

crith

Barcelona win the UEFA

Champions League after

defeating Manchester

United lice and in high

definition en sky Sperts





Fuelling passions

Range and quality

As the number of pay TV customers grows

so does the ability of pay broadcasters to invest

in distinctive highquality content So in these

more challenging times the relative strength

ot pay TV is increasingly clear While advertising

comes uoder pressure subscription revenues

have continued to grow and this financial

strength is supporting sustained investment

in programming

The early success ot pay TV was anchored

by relatively narrow range of programmes

notably football and movies But the diversity

of programmes on pay TV has since broadened

considerably to include more original

entertainment documentaries the arts and

much greater breadth of sports coverage

all year round

Sport

Nothing compares to the reallife drama

of live sport arid Sky Sports is tantous for

its dedication to bringing viewers the very

best experience More live events more

depth and breadth of coverage and an

unparalleled commitment to the highest

production standards This
year viewers

have enjoyed an epic season of events

including the USAs victory over Europe in

the 37th Ryder Cup at Valhalla Andy Murrays

debut in Grand Slam final at the US Open

tennis championship and the British and

Irish tions narrosv deteat in their tour ot

South Africa For football fans close finish

to the 2008/09 Premier League season

was followed by Barcelonas victory over

Manchester United in the UEFA Champions

League final In the run-up to the 2009 Ashes

series our commitment to cricket has been

as strong as ever with an overseas England

tour covered in I-ID for the first time the ICC

World Twenty2O and the World Cup victory

of the England womens team

Ia 2006 there were 264 days mice crfttes en

sky insdedissg 45 Test matches 46 Osseoay

ielernatienals 65 ceonty matches pies

sseesen.s ae.d under-tO games And esen

amateur cnstet in the shape of she t2nh

Tmenty2O heals

The toalits breadth and depth at our coverage

has heiped cricket to achieve record highs ía

attendance and participation the tatter ets

quarter in each at the ast love years alone

airtirne and prontotion weve played part itt

the great success story of British sport and there

is much snore to cortte t3ur five-year partnership

with British Cycling aims to get more people on

their bikes for fun and fitness And through

the Sky Sports Living tor Sport programme

were working with the Youth Sport Trust to

help motivate even more young people in

secondary schools across the UK

Entertainment

Skyl goes from strength to strength with bold

and confident schedule packed with distinctiee

entertainment tor the whole family Ross Kemps

Return to Afghanistan won critical acclaim for

its authentic picture of life on the frontline while

his follow-up In Search of Pirates brought to life

more previously untold stories from around the

ssjorld Original UK dranta event centre-stage

with adaptations of David Almonds childrens

classic
Skellig and Martina Coles The Take

gripping criete thriller described by The Tirttes

as electrifying Skyl continued to deliver on

television first from

Sky Arts .. magical

Over time we expect to see more opportunities

to broaden our range of programmes still further

Were already stepping up our commitment in

areas such as home-grown drama and the arts

cvhere eve noot ha.ve fottr dedicated Sky Arts

channels We have real appetite to do tnore

And with the superb picture and sound quality

of HO the Sky experience is betterthan ever

Off-screen were equally committed 10

helping the growth of British sport and

encouraging e.ven more people to participate

at alt levelsT hrough financial investment

Sky and cricket longterm partners

sty sports caeerage ct the 20.00 Aelses series is

the latest chapter in 20-year partnership with

curts Since cods weve invested seer e500

sstilliess itt rights assd prce.csctiess helping to

provide an onprecadented level at caseratrc.t

the donsestic internationat and womens tenses night at the opera

In v.aste timst Sky Arts took atesvems behind

the scenes at tnglish Natianal Opera mite

live airsselcast of Puccinis ta ssssssssssse trssm

Lnndnna Cstieeosn chants to unprecedented

acceec to all areas et the productise viewers

could eaetch hetts the perftsrrrraece live on stage

and cit the backstage action experieecïne fret

send hose waler opera is staged

66

Asssl were tsetpisse tss nurture tire treat

genvratise ci talent by supporting the tCBs

coach Programme cvhicls tsa.sarmeesty

traisseci 13000 cricket csertses The trsdepenslent



its commitment to bring viewers the best ot the

US with the
thrifling return of 24 awotldwjde

premiere of The Sirnpsons and the addition of

the highly successful House to its line-up ot

US shows

Movies

With more then SOD different movies week

arross dedicated genre channels Sky Movies

makes it easy for customers fo tind the film

to matrh their mood There are at least five

premieres week on Sky Movies Premiere

year before any other TV channel And all

movies are shown the way they were meant

to be seen uncut and addree Now with nine

channels dedicated to HO movie..s Sky Movies

is setting the pace in bringing customers an

even richer experience

Arts

Sky Arts exists to bring more of the arts to

more people Its not about winning ratings

Ifs about giving everyone tha chance to enjoy

the things they love This year sve doubled our

arts output and sve now hove iour Sky Arts

channels including two dedicated HO channels

With 35 hours of programnses day we offttr

everything froni opera to classic rock and

dedicated hook show

While other broadcasters have shown only

limited appetite tor arts programming sve

recognise just how niany people are passionate

about the arts If we can feed their passion it

will help us to connect with more and more

customers And because vie want to make the

arts accessible to all sve hove commitment to

supporting the arts oftscreen as well through

partnerships with leading arts orgenisations

like English National 6aIIet the Hay Festival

and Artichoke

fl Te tied ct more irrtorreatrrsn

absoi sty sisit cot wehottefl
www.sky.com/corporate

itt Aorrt rcrere thee arts rnitiicr

elessers scatctrsd the prerstiere

screening at aeatttinn at Dasic

Almonds roagirsti neSts tkeiiie

Three months later skyl receteed

critrcai ecsissrm ter its
gripping

predoctiee of Martie.e Daiss crime

thrTier the Tees Fntinwieg en from

these soccesses toe nest tsrodoctiorrc

in the pipeline are art adaptation of

Chris Ryans StrTtehecls and third

Skyls csttttsttitment to ssrh risky and

costly genre 5as tteen
sorprrsing to

srarsrst Dot es trace
it

enlihea drama

as genre where we cart eaparsd oar

own etterirrg sort reach aol to tress

asdiences roeetirrp needs that crc

increesinely
less cecil sereesi elsesshere

Oar goal is to prcteide cststssrrrers with

settle oisttttctiee content atsd to gtes

people more reasons to oubocrihe

66
Skellig is beautifully

brought to he

genuine family treat

Mutt on Sunday

Investing in UK drama

Skyt is increasing investment in Terry Pratchett edaptatiort Going

original cikdrarcta as part ot oor Postal starring ttrchard Coyly

broad cemwitsnen.t to distinctive David sochet and Charles Dance

highsoctitty contests Foitowtna

art trcsrt is DO Asoistrttngs ttccstss

ssttit adeptattsttss at Tsrr Pratr.hetta

Discssomid noeais Skyl has
airstehy

broaght to tee screen the seorks at

two other acctainseo etrihers this year

ssts
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Pushing
boundaries

Customer expectations dont stand

still so neither do we Ever since

we launched 20 years ago weve

kept moving forward and pushing

at boundaries

We love trying to change things for the better

In fact challenging the status quo is what put

Sky on the map Whether ils introducing more

competition to TV transforming the way sport

and news are broadcast giving people more

of the movies they love or making broadband

more affordable wve always looked for

ways to do things better for customers

Weve learned that continuous change and

innovation helps us both to keep existing

customers satisficd and to reach out to new

customers Each time we innovate each time

we broaden our product offering we create

new reason for somebody to reappraise

whether this might be the
right

time to join Sky

Dancers from English

National Ballet are

turned in 3D in the

stunning surroundings

otThe Did Royal Naval

College Greenwish





Pushing boundaries

The Sky effect

Sky4 is the perfect example of how innovation

can unlock demand

People have always loved great TV but it didrtt

always fit in with their lives Sky4 has changed

all that forever Now you can record whole

series at the touch of button Play back

programme while recording two others at

the same time Go online or use your mobile

phone to set up recording from anywhere

in the world

The crucial factor is its absolute simplicity

Sky4 exists to make life easier not harder

just like all technology should And because

ii allows customers to get more out of their

Sky subscription it helps us to achieve high

rates of satisfaction and loyalty

So eight years after launch Sky4 is growing

faster than ever At the last count it is

transfo rmimr.g the viewing experience in more

than 5.5 million homes more than half of

all Sky customers its success has been driven

above all bythe people vvho use it telling their

friends and family about the flexibility and

convenience of being able to watch what

you want cohen you want

The sheer scale of the Sky4 effect is

extraordinary At current levels of takeup it

represents around eight billion instances of

timeshiftinga year And if the Sky4 planner

was television channel in its own right

it would be the most popular channel in

Sky4 homes

Sky Anylime is the latest enhancement to the

Sky4 experience automatically recording the

pick of the weeks TV and storing it ready to

watch It is already used in over one million

homes each week and its selection of top-

quality movies is proving particularly popular

Taking TV to the next eve

Building on this success were pushing

boundaries again with SkyHD our latest

drive to ensure that our customers enjoy the

best possible viewing experience HO takes

the TV experience to the nest level bringing

entertainment to life with vibrant colour and

superb quality sound

Sky made an early commitment to HO at time

when many people questioned whether there

was need for it or whether consumers cvouid

shove any interest As awareness and enthusiasm

quickly gather pace it is now clear to see that

our early start has positioned us svell to lead

Britain and Ireland into the HO age

With Sky4HO we have created the best HO

service by tar Eighteen months ago we had

1$ HO channels Nove we have 33 channels

spanning sport movies documentaries

entertainment the arts and much more

Sky Player

sky Pioyer our saline iv sereire nttsrs

range at leading chennsls In PC aed Mac

its great way tor us to give ocr esisting

satellite customers more tiexibilby
about

where and vahee they watch their iv

It also halos us orate oar content more wieeiy

asaiiohie We know that some people preter

to wo.tch TV online and we wont to he able to

celer to their needs So since December 2D08

customers have been able to subscribe
directly

to Sty Player without tire need tsr satellite

dish or seen TV set

rronr autumn 2ttD we wilt go one step

torther by offering access to Sky Player throtrgh

Microsstts Xhos i.IVE enabled xhos thy corrsole

ux brat tsr esittrng Sty custowers who osva

err Xhox it rrreans that their gamos console

reiD beconta arrntitar
vaay

to anjng their

tasnurita programmes

Sky on the move

Dcc new applications tor the Apple iPhens help

customers to- get the roost out ot Sty wherever they

are tyittt scrr Remote tincsrd aopircatiort rastsmners

can hrosvsa our programme irotrn.ga and set Sky

recording tot their tanourite siruw nsen salrsrm they

are away lrom home Any at well as keopin.g up

with the latest news custenrnrs can use tire Sty

News iPlmorre alt to send their own or errss arrd

pictrrrns rIirectly to Sky Nowa as they happen

22 rc my mc..rmcm.ya-



Whether youre fan of Hollywood movies

Test cricket dramatic documentaries or operatic

arias you can enjoy your favourite programmes

in stunning HO And the range of programmes

in HO will only grow from here

This year we decided to make HO accessible to

even more people With new everyday low

price of 49 for SkyHO box around 1.3 million

customers were enjoying StyHD by the end of

June 2009 Whats more around 25% of those

who had signed up in the previous six months

were entirely new to Sky As awareness grows

still furthep HO is shaping up to be the latest in

long line of new reasons for people to

recon..sider what Sky has to offer

Wed encourage that process of reappraisal by

continually making SkyHO even better That

means adding more HO channels eventually

taking the total to SO and beyond It means

using broadband connectivity to expand our

Sky Anytime service opening up huge choice

of onderrtand content for customers to watch

whenever they want And it means using the

SkyCHO box as platform for innovation

exploring the potential For exciting new

services sic as 30 TV

fl In had not mere intnrmatiae

aoest Sky visit oar websita

svww.sky.cemlcerpnrate

From HD to 3D
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/320O
The 3D TV experience is

without doubt the future

of TV
Th.Th
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Seeingthe

bigger picture

Weve always been about the small

screen but we also see the bigger

picture We know how important

it is to be responsible business

if we want to achieve sustainable

success over the long term

Trust is not new phenomenon It has always

been crucial building block for relationships

and thats as true for companys relationship

with its customers as for any other

But the issue of trust in business is growing

in importance Customers have always eapected

companies to deliver great products service

and value and to behave in responsible way

Increasingly they also expect them to make

positive contribution to society and local

communities and take action on the issues

that they care about

At Sky we understand this and we want to

respond We strive always to do the right thing

in our day-to-day business And we atcvays try

to behave
fairly

towards our customers to

support our entployees development and to

forgo pnsitive partnerships with suppliers

Over and above this cve focus on three

areas that matter to our customers and

where we believe Sky can niake real and

positive contribution

We help to create healthy environment by

playing our part to tackle climate change and

inspiring customers to do the same We increase

participation in sport through our partnerships

cvith leading sports bodies And we bring more

of the arts to more people on-screen on stage

and even in the streets

skyi

More than 8000 people

mined into ornplete ao

artwork by doodle artist

ion Bsrgerwan at the

Hay Festisal in 2008
24c jtE





Seeing the bigger picture

Creating healthy environment

Weve been playing our part to tackle climate

change for several years now In the last

four years alone at time when our business

has grown considerably weve reduced our

carbon emissions by 16% across the Group

Now were building Europes most sustainable

broadcasting facility
and working with production

companies to reduce the environmental impact

of our programming

This year weve completed the roll-out of the

worlds first auto-standby feature for settop

boxes to every single active Sky box We estimate

this will save around 20 million on customers

energy bills and 90000 tonnes ot CO5 each

year thats almost twice Skys entire carbon

tootprint In April 2009 vie were awarded the

Carbon Trust standard for companies taking real

action to reduce their impact on climate change

We can go even further by inspiring and helping

our customers to make changes too through

our on-screen content online resources and

customer magazine In April for example

we celebrated Earth Day with environmental

programming across nine channels 24-hour

red button service for customers to donate to

our environment partner giving away over

30000 Sty energy monitors and helping our

staff make their homes more energy efficient

And with our charity partner Global Action

Plan we work to create ways to help the

wider cornmunityto join
in This year over

1300 primary schools got involved in our

Appetite for Action initiative which aims

to inform and inspire over one million pupils

to reduce food waste

Increasing participation in sport

As well as increasing the quantity quality and

depth of coverage on TV Skys investment in

sport helps to provide funding from the elite

to the grass roots delivering much-needed

improvements in facilities We go even further

and work with sports bodies to encourage

even more people to get active

For the past six years weve worked closely

with the Youth Sport Trust to develop the Sky

Sports Living for Sport programme So far the

initiative has used the posver of sport to inspire

and motivate 17000 young people This year

vie opened up the programme to all secondary

schools across the UK so even more young

people can benefit

ln cricket the ECBs Coach Education

Programme has trained 13000 cricket coaches

svith Skys support more than double the

original target In fact there are now over

GO grassroots coaches for every protessional

cricketer in England and Wales In October

200 we extended our commitnient to this

programme for further tvio years

Whether its on the screen or at the grassroots

viere proud to support British sport at all levels

Bringing the arts to more people

Our third area of focus is opening up the

arts to more people We do this first through

our Sky Arts channels which this year doubled

their output to 36 hours of arts programming

day But its not lust
about what we put on

the small screen

Sky Arts at the Hay Festival

is our ttird year as broadrsst seeosor et the

its proorate eat literary festival me hrce.lcast

35 hosrs at programmes tram Haymn--wye

5kv Arts hroughs sessions from specters such

as xichslas Sters set Stephen Fry into

customers liviag rooms together with our own

prograrr.rses Hay an sty and Whet the Dickens

3000
Nnmnberot people joining us For filming

in the Sky Arts studio at the Hay Festissi

Sustainable broadcasting

tm\Jere ineesting in the teture by ctevelsptng

Europes nsost sustainable breadrest
facility

at our campus in cvest Lsndsn sew home tar

our spsrts channets the isuilding cvill use nstsral

senttatioe to cut its energy usage and further

reduce its carbon suetorint thrsutth osstte

renewable energy generation Ssissged and

reccled con stmuctios mnateriels are heing used

mhereser possible and reinwater witi be hareested

to Hush toilets cad irrigate green spaces

55 r.esse cm sn cnvem snn



Weve been one of Britains largest corporate

supporters of the arts for some time through

our sponsorships of the Hey Festival English

National Ballet end English National Opera

partnership which has seen us invest more

than ES million over six years

Co broaden that support even further this year

we committed to extend our Sky Arts At..

initiabve to reach even niore arts organisations

across the UK Working with organisations as

diverse as the Mostly Mozart Festival Oance

Umbrella and the Royal National Theatre we

create behindthe-scenes documentaries to

bring their work to millions of people online

and on TV

Also this year we formed partnership with

Artichoke the UKs leading public arts company

to bring moreart to the streets..Ciur first project

together is Antony tEormleys One and Other in

which Trafalgar Squares Fourth Ninth plays host

to different individual every hour of every day

for 100 days Sky Arts is streaming the event

live online across the entire TOO days as well

as creating weekly TV highlights programme

Getting Britain cycling

Last sure mar ma mutest up suitS

British Cycling in stew heeyeor

meltCmittien paced pertoarohip

te support ceding in Britais

At the elite neat were supportiec

Cii ferriss ci the sorrsrjetitiee
sport

trew track end read recOin in W4
and rneuoteinhiking And ma want

to inopira the cation Liv creatiee

ease pra cycsing tame with the suet

of winning the Tour en Francs sethis

hun years

we else set osrsciees the gout ot

getting one mites were people

cycling regstsrtyfer
fan and fitness

through nor case Skeride programme

in 2009 users lotting sss.espsrtscipetis

city rides in Menchester Otesgnsu

i.nicsster soil Loden sit near 400

lorsi noesoositplod rices is the

surrounding regsons Were else

eurstoostsstt octsoio thnrssgts ttritiels

Cyclings
ostehlished Os LOde sottiottee

Visit eeww.sky.cow/oisy isis

so isd out piece

66
Our partnership with

Sky is once in lifetime

opportunity to transform

cycling in this country

99
tan Drakn chiet Executive nt British cycting

To find out more go online to

fl read our Bigger Picture Review

www.sky.com/thebiggerpicture



Making
taent shine

The people at Sky are critical to our

ability to meet the needs of customers

and achieve our goals as business

We aim to create culture of opportunity

that encourages talented people to join

us and helps them to aim high and give

their best

The capability within our organisation is

developing all the time As new opportunities

emerge the range ot things we do as business

changes dramatically as with the launch of

products such as Sky Broadband and Sky Talk

Our business will continue to change in the

future and each time we rise to new challenge

we will laarn and grow stronger In competitive

and fast-changing marketplace we see this

evolving capability as source of advantage and

an important foundation for sustainable success

Because we know that our people are the

key to our futures uccess making Sky great

place to work is one of our highest priorities

That means attracting the best people to work

with ussupporting their daveioprnent and

rewarding and recognising great performance

We constantiy challenge ourselves to do

better for our customers better products better

content better service and better value To help

make that happen we aim to toster culture ot

collaboration and innovation where our people

ran create the tuture of Sky and realise tlteir

own potential

SIC i4
Sky News

preseetem

Jerewe horopson

prepares to broadcast

ion outside the uosses

ot Partiawarit London
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Making talent shine

Talent development

Because we vaiue the talent of all our 16000

people we have invested in making training

and development accessible to everyone

Since September 2008 the Sky Development

Studio has offered 24/7 online access to wide

range of iearning resources for all our people

including courses books downloads and DVDs

There have been over 50000 visits to the site

since aunch and around 10000 c-learning

rourses have heen downloaded so far Right

across the hoard there are opportunities for

our staff to refresh their skills and support

their development

We know that many otthe future leaders of

our business are already at Sky To give them

the
right support weve created range of

management programmes designed for people

at all levels of the business for example the Sky

Leadership Certificate and Diploma accredited

by the Chartered Management Institute neip

managers to develop their skills in areas such

as team building and change management

To hrio.g new talent into our business

we offer graduate training schemes i.n areas

such as Finance Technology and Marketing

Competition for places is intense with over

2500 applications for the 82 places on our

2009 intake in our customer contact centres

our award-winning modern apprentice

scheme gives .16- and 2.7-year-olds great

opportunity to learn in en exciting business

svhile working towards nationally

recognised qualification in customer

services This year weve launched

similar scheme for tield engineers

Recognising success

Were big believers in recognising the

great work thdt our peopi.e do As part of

comprehensive pack age Sky people are

properly researded with pension plan life

cover and healthcare scheme To make sure

they can enjoy the same experience as our

customers all our people get free Sky

Sky Broadband and Sky Talk

To celebrate our 20th anniversary this year

all permanent employees received an award

of TOO tree shares to vest in 2012 giving them

stake in tfe future success of the business

In further recognition of the role that our people

have played i.n the Sky story we launched

long-service awards for employees wh.o have

been with us for more than 10 years Around

2000 people have benefited so/ar and more

vaill follow in years to come

Joining in

We encouraste our people to join in and play

an active part in our efforts to make positive

contribution to the communities in svhich. vee

live and svork As part of our commitmentto

help create healthy environment we work

with variety of partners to provide volunteering

opportunities for teams and individuals

Since 2006 our Broadcast Operations team

has worked sejith local schools in Hounslow

near our campus in west London to address

environmental awareness in young peo.pi.e

Sky Leadership Development Programme

We are ceessantlv oocing tar future leaders

among our peopia and me make sure we

prasiaa the right soppc.rt to assist their

develapmeet With as iatate of 50 participaata

this year the Sky Leadarship Oeeelapm ant

Programme is designed to proaide high

poteatiat employees with
soperfi eppertoarty

to gale broader uedsrstaedisg ci cur business

and to learn trom iedostcy
leaders and thie.kers

from osrtsiOu Ste

Topics addressed during the 12-month

tsrat.ramsn anode stratetty innovation

customer tocus aad talee.t dcvatopmaus

On completing the programme participants

wilt hasa gained srtt sely deetser insight

into our business and leadership practice

hot strong ansi enduring outmost at

coileagues right ac.oss sky

Culture Connection

Our tstture toes action

programme yioos sky

people the opportuaity

to get involved in the arts

trem sieging in the sky

chair to ssorksh.aps mith

English National Ballet
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As wed as providing fun and rewarding

experience for our people the partnership

known as Project Green Sky has delivered real

benefits to the community Last year it was

asvarded the Community Partner Award by

Hounslow Education Business Partnership

which said The prolect makes direct

contribution to key aspects of schools

agendas Sky have been outstanding

As well as managing our business impact on

the environment we provide opportunities

for our people to do the same The EcoTeams

programme run by our charity partner Global

Action Plan encourages colleagues to get

together to share tips and support each other

to go green at work and at home We also offer

range ot incentives to help statf adopt low-

carbon lifestyle from taxfree bike loans to

cash-back on hybrid cars They can also earn

credits for positive actions like cycling to work

which can then be redeemed tor rewards

We believe strongly in the power of our people

joining in its all about smalt actions that add

up to big benefits just like working with

customers and suppliers to inspire action

beyond our business lv July 20GB Business

in the Community recognised our contribution

to the community by awarding Sky its

Community Mark Award

to tied cot mcre etorwavee

about She visit osr wv.hssrfl www.akv.com/corporata
ne year record totat ci oldest

2000 isdividsats act 350 teems

received eeesesauesse All received

recegnitiee for their work ae.d

aresed 400 paceie received cAcao

ranging trem as h.D camcorder

to cc etarssasioeal ssoitday

Almost 2000 people were combated

for Team Sky award in 2008

2000
Team Sky

lteoaose great worm deserves to

be celebrated onr annum Tharn Sky

awardo neat oct ann sawasst the

people and Sean who behave irs

better whatever they are dome

Now in tin tourtts year team Sky

allowa all our nssssseyaeo to

eeseieate
cot.tenstssen

tsr tiseir

achievements whether oh.ata for

giving rustsseser great sesvice

oolesaedssg creativity 5r going

tee estra mitt to asv otter way
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Review of the year

Operatict

in the 12 ron
accelerated customer gro

responded to the
quality

services Annu

462080 .16%

the total

customer

for the
srrgnr

performance in toug

At the same time we have deepened ow

relationship in the home with our customers

taking more products from us than ever before

We adiieved record gross product sales in the

year reflecting en increased appetite For bundled

cervices This resulted in yearormyear

increase in ARPU of 37 to 464 with growth

in particular from increased takewrp of HO

broadband and telephony

3kv 3i deon osriuot
The mrgrstion to high definition quality TV is

significant opportunity for our business Around

nine million households already have H0ready

TV screens and this is expected to reach almost

1.4 million by the end of the decade There is

growing penetration of H0enablecl devices such

as Blu-ray players and game consoles and content

This year we announced plans to make high

definition more accessible to everyone setting

new everyday low
price

of 49 for SkyHO box

from January 2009 Customers have responded in

rword numbers to cur high quality and great

value service We have more than doubled the

base of HO customers during the year to 1.3

million adding %3f0U8 in the last six months

alone Behind this performance our innovative

Sky technology the enharrced picture and round

quality of HO and an outsLirrding range of content

Irom great brands with 33 channels broadcasting

over 13000 hours of HO content every rrronth

Accelerated HO gcovdtlr represents an attractive

opporirirrity for our business We invested around

130 million Hr the second half nf our financial

year which was fully expensed as incurred

and these custorrrers are already generating

incremental runwate revenue well in excess of

108 rrrillion Excluding 15 million of fixed costs

related to the creation of around 1000 new jobs

she majority of cost is success driven and adding

HO customers generates significant and recurring

revenue stream

The success of SkyeHD has been key driver of

Sky rrr the year with 1.8 million Skye additions

to reach 5.5 million Importantly Sky is not only

contrrhuting to improved loyalty amorrg exrsting

customers it is else bet
prrrg

to attract new

customers to Sky

adband and

We see co

growth given the
quality

customers

Throughout tire year we have rrraintairrrsd our

position as tIre fastess growing broadband and

telephony provider taking around 50% share of

UK broadband net additions At tIre same tirrre we

have mantamned high quality of service reflected

in consistent ranting at the top of industry awards

before As
shift in rrwmrrer

iorr opte are startmn

standard
of our oslo

tJ
Nat Sky TV customer additions in 2089

L1
Churn for Ore year

Aeeraye revcnu per csstnmer
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In the year we added torther 575000 Sky

Broadband customers taking the base to 12

million and 609000 Sky Talk customers taking

the base to 1.9 million In addition line rental

customers increased by 765000 to 917000

further deepening our relationship in the home

During the year we also took steps to improve the

returns en our investment in broadband including

driving higher penetration of telephony snd

move to full unbundling Fourth quarter losses

were the lowest snce launch taking the Full

year operating loss to 129 miilion down by

33 million year-on-year

We knovi om customers value high-quality

content and we have continued to strengthen

our on-screen offering during the year The range

and
quality of the content available on Sky has

made significant contribution to our strong

operational performance We have strengthened

our sports and movie offerings and we have

continued to broaden and deepen our arts

and entertainment progranr ming

Skyl our flagship entertainment channel

continues to expend its breadthahd depth of

content both in terms of acquired programming

and inhouse commissions Our lineup of

programming continues to attract audiences

both standard and high defimtion This year saw

the return of US favoorites 24 and test and neve

acquisitions such as House and Fringe We also

continue to build on our commitment to original

UK drama series with critically acclaimed series

such as Skellis and Martina Coles The Take

Sky Sports also had strong year broadcasting

over 40000 hours of sports programming across

its five core channels Customers have enjoyed

the Premier teague the tIER Champions teague

the ICC World twenty2O cricket tournament

US Open Tennis and US Open and US P54
golf end

the British and Irish tions tour of South Afnca

all live and in high definition We have further

strengthened our offering with key rights
renewals

including new rgr cement with the England

Wales Cricket Boar further four seasons of the

Heineken Cup and the extension of our exclusively

live coverage of golfs tJS Open In football we

secured the rights to offer 115 live Premier teagoe

matches season for three years from August 2010

and concluded new deals for the Coca-Cola teagoe

Caning Cop and Scottish Cop

Financial review

Our financial performance reflects the strength

of our operational results together eaith our focus

on efficiency and cost redoctiorr The combined

groceth in customers and ARPU drove strong

annual growth in adjusted revenue 017% to

surpass billionfor the first time Adjusted

operating profit for she year was up by 5% despite

cyclical headwrnds and the opfront costs of strong

customer demand Excluding the short-term

impact ot our investments in broadband teiephorry

and HO the underlying operating profit
this year

was over billion

Adjusted earnings per share were 25.9 pence

and after accounting for exceptional itenrs basic

earnings per share were 149 pence he foIl year

dividend was 17.6 pence an increase of 5% on

the
prior year bringing cumulative growth in the

divrdend over the last tirree years to 44%

Adjusted Group revenue increased to 5323 milliorr

j200B 4952 nrilrion op 7%
year on-year

rettecting grovath irr customers and increased

product penetration

Retail subscription revenue esci.uding exceptional

iterrrs increased by 10% to 4140 million

2008 3769 million retlecting strong take-up

of paid-for products in particular Skycho

broadband and talk Reported retarl subscription

revenue of 4184 rrritliorr land reported operating

profit of 813 mrttion irrclodes 36 million of

additional revenue relating to anroonts invoiced

in
prior years

Wholesale subscription revenue irrcreased by

25 million to 206 rrrittion f2ttOR 181 milliorr

reflecting
the return of our basic channels to Virgin

Medias platform in November 2008 Advertising

revenue was impacted by weakness in the broader

market and fell by 6% to 308 million 12008 328

rnillionf This represents good ootperformance

of she overall TV sector evhich vie essinrate fell

by t.3% over tlre snore period

trrstallation hardware and service revenne

decreased by 41 million to 235 million 3008

276 millionf Higher volumes of premium box

sales lSky5 and SkytHD partrelty comperrsated

for lower hardware prices including our decision

to reduce the price of SkyH0 box from January

Sky Bet revenue wee op 9% at 48 milliorr 2008

44 rnitioni with higher number of online

customers
offsetting

the decline in TV betting

Other revenue of 378 million 2008 C3S4 millionl

increased by 7%The majority of this increase

vaas attributable to Easyrret ceith good success

in new hosincss and contract cvir

Direct programming costs increased by 3% to

1750 mitliorr 3008 1713 rnillionf Sports costs

irrcreaserl by 15 million to 944 rniihorr reflrrctirrg

strong line op including the Ryder Cup and

the ICC World Tsventy2O cricket tournament and

otlrec new agreenmonts spanning boxing rugby

tennis and rtsotor sport pertiar.ly
offser by lorver

football costs

Movie costs cvere slrghtly iower year-on-year

at 278 midion 2008 281 rrrrtlion with the
lrigh

quality and range of rrrovies offset by en overall

reduction in the volume of titles end savings

achieved throogf recent movie studio contract

negotiations Movie costs also included

mrrlion
clrarge as result of stronger

US dollar News and entertainment costs were

flat at 205 mnrllron 2008 205 miilionl Third

party chennet costs increased by 25 millron to

323 million 12008 298 millionl
partly

doe to

our new carriage deal with Virgin Media together

with our espanded HO offering

Adjusted retail sebscciption ceversrre gr ecattr

tl rn
11 re

Custonmecs tai.isg eli three oITV broadhanrt sod talk



RevIew of the year
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Direct network costs Iciassified in Transmission

costs for statutory purposes increased by 57%

to 3/3 million 2008 238 million reflecting

the 49% mcrease in telephony customers

35% increase broadband customers sixfold

increase in linerental customers and the launch

of our New Line Provide NLP service NLP was

launched in January and means for the first time

we are able to otter new rustorncrs an endtoend

connection service for fixed tine communications

or.oraiing ts und operatig prefit

We continue to make good progress on cost

efficiency which has helped to offset cyclical

headseinds and the higher upfront cost of meeting

strong demand Adjusted operating profit of

1780 million increased by 4% and adjusted

operating margin was 14.7% reported 15.2/c

Marketing costs increased by 22% to 907 million

reflecting
the strong demand for SkytflO

throughout the period and our decision to

accelerate the takmup of the product through

losver retail box price Subscriber acquisition cost

was 308
reflecting

the improvement in premium

box mix with around 90% of new customers in

the second halt of the financial veer joining Sky

cvith either Skyt or SkythO box compared to

56% in the comparable period Above the tine

mar keting spend was slightly lower with rate

savings largely reinvested

Subscriber management and supply chain costs

decreased by 38 million to 662 nollion despite

en additional 18 millron in costs as result of the

imposition of settopbox customs duty and also

the impnct of strong tJS dollar We have been

able to offset these headwinds and the accelerated

tomand for SkytHO through rate savings in our

supply chain by bringing more of our hoc

manufacturing inhouse efficiencies in installation

end nrore efficient cuctonser service Subscriber

ntenagvment costs included hathdeht provision

of million in relation to monies owed by

Setanta which entered edin itration on

23 lone 2009

Transmission technology and fixed netvaork

costs lexcioding direct network costs as detailed

above increased by 16ie to 353 million

2008 304 million The increase was driven

bye combination of growth in Easynet netsvork

costs and higher transponder and related costs

as result of addng 15 additional high definition

channels to our platform this year

Administratron costs excluding exceptional costsl

fell by million to 498 million reducing as

percentage of adjusted sales by 80 basis points

Thrs performance rs in line with our goal of

irolding the rate of grosvth in administration costs

substantially
helow that of revenue grovath and

was achieved through number of inhiatives

including lower travel consulcancy end iT costs

Reported revenue of 5359 million includes

396 million retated to Sky Broadband and Sky

Talk and 202 million related to Ensynet Reported

operating profit of 813 million includes losses

attributable to Sky Broadband and Talk of 129
million and 26 mitiion loss from kasynet

Reported profit before tax for the year of 456

million 2008 60 million includes the Groups

share of
joint

ventures of 119 nrillion 2008

15 million net interest charge of 185 mitlion

2008 130 nrillionl and the lTV inrpairnrent

charge ot 191 rrrillion 3008 1616 rnilhoni

Net interest excluding exceptional charges

was 161 million 2008 133 million

Taxation for the year was 197 million 12008

187 million and included the wriceoff of

deferred tax balance of nrillion the full

yerr adjusted affective tax rate svas 29.5%

Adjusted profit for the period eves 451 million

12008 439 niilliorrj generating adjusted basic

earnings per share of 35.9 pence 3008 25.1

pence Reported profit for the period was 259

million 2008 loss of 327 milfon generating

basic earnings per sirare of 14.9 pence 2008

1055 of 7.3 pence

The issued share
capital

at the start end end of the

period eves 1753 million shate of 50 pence Over

she entire period the weighted average number of

shares excluding those held by the Employee Share

Ownership Plan for the setttenrent of employee

share esvxrds was 1740 million

Orstribusn 5r/.\ rSJers

The Directors propose en itrcrease of 5% in tise full

year dividend to 17.6 pence bringing conroletive

growth in the dividend over the lest three years to

44% The Directors continue to follow tire stated

policy of paying progressive dividend with

payout ratio of around 40% of eerrrings over the

medium term The dividend in the current year is

ate higher payout ratio of 68/o of adjusted

earnings which reflects the
inrpact

of our

investrrrents in broadband telephony and SkythO

the exdrvidend date wilt be 21 October 3009

and subject to shareholder approval at the Annunt

General Meeting to be held on 23 October 3009

the final dividend of TOJ pence will he paid on

13 November 3009 to shareholders appearing

on the register at the ctose of business on

23 October 3009

Orvidenc .nre tpencem

.122
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The financial frosition ol the Ororrp has further

improved during the perod The Group generated

BIIDA of 11104 mi lion 12008 970 million

Cash from operations was up 21% to 1205
million 12008 997 million benefiting from

strong purlormance in working capital with an

irrflocer of S3 rrrillion 3008 outllow of million

Following net interest payments of 170 million

tax payments 01 178 million capital expenditure

of 400 million and 17 million net receipt frorms

joins ventures free cash flow was 414 million

Total caprtel expenditure for the year cvas 400

nsilliorr of which 92 nrillion svas related to tire

constructron of our nesv onsite broadcast facility

and 34 million related so the oneoff prrrchase

of freehold for part of our existirrg site

Strong cash flow generation during the year has

reduced net debt by 507 rssittion to 1736 million

2O0B 11143 nsillionj Cash and cash equivalents

arrd shorNernr deposits were 901 million at 30

June 2009 of which 480 million has subsequently

been used to redeem guaranteed notes nraturing

in
July 2009 Follncving

these repayments the Group

has no further bond redemptions until October

3015 On 19 June 2009 the Group entered into

750 niillion forward
starting

credit
facility

available for draveing from 30 July 2010 svhen

the Grrsops existing billion facility expires

the rsew facility expires orm 31 Jrrly 2013

Sc c.scve..a2e.vco5u
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In accordance with AS 39 Financial Instruments

Recognition and Measurement the Groups

investnsent in TV is carried at fair value which is

detet mined with reference to its equity share
price

at the balance sheet date In the current year the

Group recognised an impairment toss of 191

million iSOOtt 635 million The impairment loss

tor the year was determined with reference to

lfVs closing equity share price of 20.0 pence at

27 March 2009 the last trading day of the

Groups third fiscal quarter At 25 june 2009

the last trading day of the Groups financial year

MVs closing equity share price waq 33.8 pence

Thcrctorc tlrcrc was no turthcr impairment in

our fourth quarter as in inc svith lIPS the

subsequent increase in the fair value of the

ITV investment was recorded in the available-for-

sole reserve directiy in shareholders reserves

Subscription revenue of 4184 million includes

35 million of additional revenue representing

amounts invoiced in
prior years which did trot

mow reverrue recognition criteria under IRS

until March 2009 Adminstration costs included

million charge relating to the costs from the

Groups claim against lOS during the period 12008

21 millioni which provided services to tIre Group

as part of the Groups investment in CRM systems

software and intrastructure

Not interest included chargo of 24 million

relating to renseasurement of all derivative

financial instruments not qualifying for hedge

accounting 2008 million gain Taxation for

the period included the write-oft of deferred tax

balance of million folosving the abolition of

industrial Building Allowances announced in the

2008 Finsncsr Act

increase in property plant and equipment and

intangible assets ibis has been offset by

77 million decrease in available-kr-sale

insesiments primarily dire In the eftect of the

decrease in the equity share price of TV

Current assets increased by 239 million to 1931
million at 30 June 2009 predorrrinantly due to

179 million increase in cash and cash equivalents

and 75 million increase in inventory Castr arid

cash equivalents have increased following an

increase in net cash generated from operating

activities tnventories have increased primarily

as result of the inspact of the 05 dollar

strengthening against pounds sterling on our

US dollar-denominated programme inventory

Current liabilities increased by 301 million to

2194 million at 30 June 2009 predominantly

due to 198 million increase in trade and other

psychics and 127 milt.ion incroase in current

borrowings Trade and other psychIcs increased

primarily as result of timing nf third party

payments Current borrowings mainly increased

following the rerlassificasiorn Irons nomcurrent

borrosvings in respect of lhe 100 million

Guaranteed Notes and the remaining amounts

payable for the US$550 million Guaranteed

Notes both repayable in
July 20tt9 and the

weakening of pounds sterling against the dollar

on US dollar-denominated loans

Non-current liabilities increased by 82 million to

2439 million at 30 June 2009 primarily due to

the issuance of US$500 million Guaranteed Notes

in November 2008 repayable in November 2018

and the weakening ot pounds sterling against the

dollar on US dollar-denominated loans This has

been
partially offset by the reclassification of the

Guaranteed Notes and 78 million decrease in

non-current derivative financial liabilities due to

mark-to-market movements on the derivative

instrunsents

Net debt

Non-current assets increased by 248 miltion to

2532 million at 30 June 2009 principally due to

189 milliun increase in non current derivative

financial assets duo to mark to market movements

on the derivative instruments and 119 millioniflIZn

Cash flow from operations

eb ny 5mcasrg 5m it

Sta.w 20



Our performance
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Operationa key performance indicators
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We have identified the key performance

indicators that we use to assess how

the Group is performing against its core

strategic priorities They include both

operafonal and financial measures and

are set out here

Our tolal custemer base is tee determinant of

the Grasps value Tonai customers are detieed as

the tstal camber ef resideetiat aed commercial

direct-to-home 0Th costsmers at ths close of

given period This sumber excludes subscrihers

to oum charreels shrough the cable platform

5U5 ic

Churn is goed measure ut customer satisfaction

whirh is tag driver ui valoefor our business

It represents the eumh.r of 0TH customers over

g\en period that terminated their nubecription

espresred as peroenrege of total average subscribers

fl. -.4-iOc
.0

urousirnunnu corn fossS

fattftfttfaf5aTtt
re

fir nfl ofifi

5JteLm Scmvcr

Shy is our lahy innsegraled personal video recorder

cod saseiitte decoser Drienrsg tateup at Shy hy

our customers is as important source of isxreaeiog

customer satisfaction and loyeity Building on

tIne success of Sky is our high definniton offering

iStyhO which has the added bssotit of goner atisg

iscremeotal reveeoa and profit Skg penetration

is defined as the percestage of costumers vieeuinrg

their TV through Sty or Sty5hO set-top-boa

Tire psrcenlege of msi customers fakisg each of TV

broadbssd arid reieplrorry is an inrportent measure

for ocr hoairress irspectung 51550 arid customer

loyalty This is cslculalcd as the per restage of the

tonec cusrornnem hess taking soc of our TV products

and both Sky Broedhand and Sing talk product

Ihase customers may also opt for our Sty Talk

lice rental product

..._i \s.s.0 onrrO_i

ste
www.sky.crers/corporate

ce-crc-s-rio 5rflTo5rr5 5rcc sic



Financia key performance indicators

Grnctp evtt

so6o

20%

etewe

205o 0.902

20-

20100

Oe021e rre

lOsS

SO

2501

Another key compoeeet of reeeeue growth is

the Average Revenue Per beer or ARPU ARPU

impacted by the
type

ef subscription package

taken by customer as welt as the number of

actditiseal paid4er products ARPU is calrut.ated by

tat leg
the amouet spent by the Groups vsideetiai

subcrilsers feeVAT dielded by the sverage number

of residential subscribers

Adjustvd Group revenue is key measure of hosv

the Group is oleliverien on it

strategy to grow the

custonter base aod sell more products to our existing

customem tt
al oO esludea revenue from svhoiasale

sutssrrcptteos a.taertisieg on our wtsottyosveed

channels the previoien of teteractive betting and

gamey coot ieutattattoe hardware and eervicieg

Group revenue adj sot ad for any exceptional or

ooeofi teem to ytva more meaningful comparison

of the hostuesu over tires

Adiustect operating profit is kay measure of

the uedertyieg buoineuu perfao moece This is

the operating protit of the Group excloutug

any esceptiseat or oemett items

costs Otomo s055tt55O0 cO fntul ulto t.t0t etiOO.t

Operating tush ftosv is the caub flow geeerutea from

upsratt000 after the impact of capital eypeediture

Adjusted saruisgu per shaie if Phi pruvtdeo meaSure

of ohatelsulder return that ie contparahiv over time

Adiosted EPS detinect as thu profit fur thu year

exoludsng remeasureuteet stall derivative financial

irtotriomentu irtet uualifyie
for hedge acceuetie gj

oilier exoeptweat items and related tax elfectu divided

by the vaetyhted avem age number of basic ultareu

2555

wy.x

Total aharehatdet return liSRi repreoseto the change

in value of share held for the 17 months to 30 June

aseontieg that dtvideeds are reitmeuted to purchase

additional shares at the dosing price applicable on

thy eo dividend date itte vatus ot the share is bated

no the averaga share price over the three months

prior to 30 June

2.0 e55.0t510tm5s2
towuwr .0

-22 25.1

vsv0 ./
25

toosse Sky teo2o2s5e kosop sto

essso t00Ofl 2552



Board of Directors

nety of rores in the UN ac Cerone

liar roch Ga Nornbeecutiee Director

of tIe Asdrt Committee

Nicfloien Ferguson met appointed an

Dinner of the Company Ot 15 lena 2itG4

and Serrint tncfependent tonEnecutiee

Director on 12 lotte 2007 Mc Fergoeon

in Chairmen of SVCn Cnprte plc pebhciy

quoted prieate equity group and

wan tormerty Chairman nt Schrodet

Venturen tie in aino Cirairnnan of the

conrrtaulrt tnntitnte an Art arnt the

tonttnte of Philanthropy

Anthem Griffith wan appointed an CEO cost

Dirertor at theC ompany on ApcP 200g

Mr Griffith toined Sky in Octtther .i 999 end

held number ot iinan.ce raien prior to hin

appointment as Cf hIt Griffith pceeionsly

method at the ineeniment bank qothnchild

where lu advised range of ctieetu in the

technotogy nmedia end tetemommmmnmsricolinss

uecrnro Mr Grmthth memhem of the

lOfi Group of Fmnance Directors and the

tostitota ot Chartered Accountontn in

Enqtsn.d and Wates liCACWi and has

degree in lace from Not iimmghamn tsrtieecsity

Ar dtem ttmflginson man apeointed

ace Director ci the Company on

September lotS Mr Higginnon

Cbmint Caecotine of tlnteCnp Seratcen

end Group SfratnCy Director of Toncoplc

ilencol Mr t-iiyamnson mac appointed

to the board of Tenco in lCS7 fleeing

preniounty been the Group finance

tlimectoc of the Grmrtcrn Group ttt

Mc iliggi000n tn member ot the

SOC Group of linen Directore end

Ctmairmnan of Tesco Pornonai finance

Atieo heighton mao appointed en Dircior

of the Compsey on lb October 1999

Mc Ceiqhton ittinect ASOA Storen Lirmmitemf

en Group Mar ketitmg Dieectnr in March

1993 sod man appointed CEO in September

1996 in Noaembar 1309 he men appointed

President and Clii of Wet Marl Enrope

Mr ieiqfmtcmn resigned fromtm all of tbene

pooflionn in September 2901 fdr Lnighton

in cutrentiy Deputy Clmercman of Seltridgeu

Co CId. George Wnnteo imited end

Lobteesu Comopunies limited Mr Leighton

men chef rmrmett ul Otto Cimnmited strait tannery

3008 end Chairmen of The Rayal Man

Group nnmmtrl Mar 3009

David DeVoe nge 62

Deena DeVoe vies apponnted an

Director ci the Company en 19 December

1994 Mr DeVo has been Oimactor of

norsibme anti ftt ofo once

Cm Mr DeVon has cereed as

Enecuimon Vice Pmenidemmi of News

rrafon since cnnmamy 5096 fIr LteVon

ceen Director of NDS Group plc

iNilS Jim osyf stne Dtotner 1996neoce flit

coup fins

he seas Chm

...nrdcechmesnpm

cmi ice Dnrecloc of

plc itt Wry 39t19

Dsemd Cuerms wins appmmimmtad an Director

of fhn Company on 21 September 2001

Since Dcl ober 2007 Mr Ceenu has Oeeo

Chucmun mnf Fec her Onto flniertaimmmnent Ply

Limited neteetnion and feature hint

production cmmomparmy hit leans scan

preniounty Preeldent nnd CEO of Crnwn

Media Heidi mmgn Inc end itt pcedecauunr

ompermy Halirsmarb tntertnirmmemmt

Netmorhu freer Merch 1999 Pcmoc to

that Mr beans wes trenideet and CEO of

Teie-t.ommneiceiinnn International inc

Iron January 1990

permcer Group pin

NmcInoios Focgminoe Andrehv Gctfftbh ngo 381

Inns rmsicdpr.fcn .. scoof .s.nat.im.mcor

Andrew Higginsoo age 53 ADen leighton ego 56

St te.mnsc c5ense.rcsmcccr cmi

srnr.a erren Or



iE

Tom Mockridge age Sb

Melbourne Asutraira

ned

Rebuck age 57 tO

it Noaerber

rod CEO

Umited

leading trade publiuhise

companies Dama Gad na Director

Shriluet trustee of the Natieral irte ate

Trust and cite oe the Ccuncii or the Royal

Collage of Art Dame Gal mm asuarded

BE in the 20110 New Years bortuars 1st

and man pads Dame in the 2009 Pseens

day Honosru Lit Damc Carl was also

2029 Voice Chrqaot Busmesu

of the Year

Dattte Runet ag

Da mel RIm er mao appointed as Director

of thu Company on April 2009 Mr Rimer

ia rieceral Partner of the oentsre capital

firm mdcc Ventures Management Litniled

ndea Vaotsreoi and established the titms

ionaon ottice tIe correctly serene on

nunsher of hoards
including Joust NV

Datcta Carpotatioa Spot Runner Inc

iON Wireless wiled Stardntl Inc and

Viagogo limited Prior to oWing Indea

Vet tcrres Mr Rioter was oanerat Partner

of The Bathedala Group and preciously

stanaging
Director of ttamhrecht Qsistu

loom JP Vortteni Equity Resnarh Group

Arthur Siakied age 70

.ertutsn Diracto

Arther srshrnd mao appointed nsa Ditncinr

of the Comnany on 19 Nnuetnhar tool

Mr Sishind has been the Sealer Advisor

to tltr Chaitmatr of hence Corpsration

nince tanuary 2005 Mr Stuhrnd has

been an Eaocatiae Director ot News

lorpcrratior since 1991 and scan Group

General Connsnl ut News Coritotation

from March 2991 until December 2001

Mr Siukind baa bean member of the

Bar ci the Slatn of New Corb since 1062

Lord Wilnon of

ittI Gaontnstr.

..nuei

Ii

cstiee of

ntoare antI Banhes ftont Apr 2002

ante October 2201 Lcrd Wilnon mao

Nnn-fanrstiee DireLtar of Xansa plc

Cord Wlnon nsas made peer in

Nuentber 2002

Committee membership

Audit Comnsitteo

Remuncralon Committee

Corporate fioeernartce and

Nominations Committee

ftc Bigger Picture

Committeo

ctns eun aesest worn si SO

Sori t0



Summary Directors report

rJrrnrtrrç rcoort

more detailed Directors report is included

in the Companys Annuai Report which can

be downloaded from thr.r Companys coroorate

website at wwwskycom/corporate

Divid ends

The Directors recommend final dividend for

the year ended 30 June 2009 of 10.1 pence per

ordinary nhare which together with the interim

dividend of 7.5 pence paid to shareholders on

21 April 2009 will make total dividend for the

year of 176 pence 200$ tf75 penceL Subject

to approval by shareholders at the Annual General

Meeting AGMI the final dividend will he paid

on 13 November 2009 to shareholders appearing

on the register at the close of husrnees on

23 Octoher 2009

urr trl

On 29 July 2009 the tollowing companies or their

subsidiary undertakings held more than 3% of the

Companys share capital

News tilt ttominene Limited Ia subsidrary of Nesvs

Corporationi 3914%

Capital Rrscarch and Management Company 102%

Grente rseestment Fartnnrs 112%

The Capitet Group Carrrpaeies Inc

Lctat Cerrrr rt Grorp pir

110%

103%

The Company is committed to matntaining high

standards of corporate governance in its

nranagenrent of the affairs of the Group and eahen

accounting to shareholders The Company values

ta dialogue with both institutional and private

investors For the benefit of private investors the

Company produces this short form Annual Review

which contains the inforntation belioved to be of

most interest to them

more detaded corporate governance report is

included in the Companys Annual Report which

is available for dosvnload from the Companys

corporate website at www.skyrom/curporate

Chacitat ooncins am comm

tttas

The Bigger Picture Review which does notform

part of the Annual Revieev will be made available

online in September 200$ and svill provide further

information on the Groups cornnmitmenf to

corporate responsibility incktding community

and eneirorrnrental activities Isee wwevsky.com/

thehiggerpicturel An overview of the Groups

Bigger Picture approach including community

and environnrental activities is also provided

on pages 24 to 27

Oir

The names and biographical details of the

Directors of the Company are given on pages

3$ and 3$ At the Companys 2Oft$ AGM Torn

Moclcridge svill offer himself for reappointment

in accordance with the Conrpanys Articles of

Association Nicholas Ferguson Andrew Higginson

Jacques Nasser and Dame Gail Rebuck rntire from

the Board by rotation and being eligible offer

themmrselves for reappointment at this AGM David

OeVoe Allan Leighton and Arthur Siskind are

subject to annual reappointment in accordance

with requirement A72 of the Combined Code

as tlrey have served as Noncecetrve Directors

for longer than nine years

Mrroji Genecn maclop

The notice convening the AGM to be held at

the Cumberland Hotel Great Cumberland Place

t.ondon WIN lot on 23 October 200$ at 1l.OOanr

is available for download from the Companys

corporate website at wwwsky.comnfcocporate

By order of the Board

Company Secretary

2$ July 200$

cis ansm 5s its

555



Summary report on Directors remuneration

Remunenatiors Committee

Li iTo ..f fc srrnten Cotu

The Remuneration Committee ithe tunruittee

is responsitste
for recommendations to the

Board regerding

the design and imptementation of incentive

compensation arrangements inctuding

shartubased schemes

remuneration packages for Executive Directots

of the Company including basic salary

performancebasvd bonus aid tnnguerm

incentives pensions and other benefits

the Companys policy on remuneration for Board

Directors and other scnior executives of the

Group who report directly to the CEO to the

tatter case decisions shalt be recommended to

the Committee by the CEO and

any payments or benefits offered to employees

in excess of 250000 which do not form part of

an employees expected remuneration or

benefits require the approval of the ommittoe

The full terms of rcferenco for the Commttee are

available on the Companys corporate wvbsite

berchi

During the year ended 30 June 2009 the

Committee met five times and was contprissd

ot the following lndvpendent NonFsecutive

Directors

David Evans

Nicholas Eerguson Chairman

Jacques Nasser

Advisors

Hewitt Neva Bridge Strcst HNBS act as the

advisors to the Committee fINDS advises on all

aspects of senior executive remuneration and has

no other connection with the Cowpany other than

in the provision of advice on executive and

employee remuneration Previously the Committee

engaged the services ate lead adviser Patterson

Associates LLP and support adviser HNBS

The CEO and the Director for People also provide

information to thu Committee on remuneration

but not in respect of their otvn remuneration

The Committee was supported by the Company

Secretary tlte finance and the human resourcus

functions No executive was present when matterc

affecting his remuneration were considered

From tinte to time the Company holds consultation

meetings with range of institutional investors

concerning aspects of the Committees policy end

Itas taken their advice into account in arriving at

romuneration decisions

Remuneration policy overväew

The Comntittees recvard policy aligns Executive

Directors remuneration with shareholders

interests

total remuneration it heavily geared towards

paying for perforntance If targets are not met

large amount of pay is at risk The mix affixed

to variable pay remains one of the lowest in

the FTSE 100

Pay is contpelitive if BStyBt stretching targets

are delivered

Pensions era provided through defined

contribution plan The Company pension

contribution rates for senior executives are

well below market norms

Appropriate benchmarks are used when

remewing the salaries of the Eeecutive Directors

and senior executives The Company uses

subset ot the FTSk TOO as its benchmark

di Elements of Executive Director and senior menagement pay

iartermaaece period emmdtcso

tnee oetioe 4.3t

Petects maartcel cane ot tte poswen as watt as

trme oitia aat esperemsa ot tte eceoheat

Satarien macinane aaamatiy Any tam reaeeo are reeieweo
mm

accormtaere wilt nmaro.at

bearhwsrtieg are oats mt iadteideal perterrnaece mebte

me increase

foes sectienc 4.3 and 4.41

At eelew market nenas Net appicahie Net mppiicaeie

year Targets set ty the Committee tor

Operatey erotit

tree cash Item

teatoemer
growth

years
TOTS sehject to TSR perlorweeca es tte FTSE TOO

user three years

70% aehiect to tlmreeyeam targets

tips

Operating cash itew

lteaeaee ttrewth

years The iaeeatmeet wttt be matctmed hy cys to waxiumew et

t.5 shares tor enemy ace macelect eabfect tea threwyear tiPs

pertormmaece
caedttoa the isaeemmeeet ehgibte tor watchtrmg

awards wilt be belted to as aweent eqewatant te 50% ot

indieistealo aae.eal tense

nosy

ieee section 4.51

Payehie agamast actmteeeemeet et shortuem re

enieceimmes oem deniagthe year

cnyterw lmcem.Toe lir 4t4 aci Paeabte againnt
acidneemnant ol

etretching nag

tcee section cat term ottectiees

Only operates
ml nwptoyee ioeastn own money to

ieee section 461 hey shares Crwpony catches shares mitt an t.TiP

award which eecto atler three ycams it pertmrwanm

ondtiona we wet

00 say emmmmen0 Orcrp mc

a. 20



Summary report on Directors5 remuneration

ixed pay is set below market norms for Executive

Directors reflecting the Companys policy to

reward executives for the performence of the

Group Poilowing the salary increases awardod

on July 2009 the Executive Directors fixed

pay is in the lower
quartile

of the comparator

benchmark data

exert

itive Directorc salaries are sat below

levels The Committee decided not to

ci

tignificant increases this year due to

current marcet circumstances However it

continues to bathe Committees intention to

move salaries to market levels over time

The Committee has reviewed salary levels for

2009 and awaided Jeremy Darroch an increase

of 5% to ttbh250 and Andrew Griffith an

increase of 5% to 525000 from July 2009

4.3 Permim

The Group provides pansions to eligible employees

through single pension plan the BSkyB Pension

Plan Pension Plan which is defined contribution

plan here are no enhanced arrangements for

Executive Directors and the Group has no legacy

defined benefit plans

Executive Directors contribute 4% of pensionable

salary lhaaic salary less the pension olfset

into the Pension Plan each year and the Group

matches this with contribution of 8% of

pensionable salary

The Plan has income protection of up to two-thirds

salary or 300000 and insured death in service

of up to one-third saiary which can be taken

entirely as pension 50% lunip sum and 50%

pension or entirely as lumxrp sum subject to

the lifetime allowance

4.4 tVhrer borui

Executive Directors are entitled to use of

company car and along vith all enmployerm

life assurance rover equal to two times base

salary increased to four times base salary if

they berome members of tIre Pension Plan

and private medical insurance

an
Performance related elements of pay represent

higher proportion ot remuneration than market

norms This romhrned with the fart that the

Companys pension arrangementa for Executive

Directors are considerably lens generous than

those found at comparable companies means

that large anrount of pay is at risk Pay is

competitive only if the Companys stretching

targets are delivered

The rhac

the

-er rexrrreat rts

101

4t

Basic salaries for Eserutrve Directors arid Senior

Executives are determined by the Cornnrittee by

her marking data from external sources relative

ry sectorsieompanies of similar size

also assecses pay and employment

mnlojae the Company dod of

tompanyeshen

rem ii aration

Nelna r0 csarlot

Thae1 antmrnerm aeeerne carter trerceat

rms and ttreslratrt enr.trne cotter tee tilt

eranr.em rertereteere areerer rreeimern etceetrl

rare rce rrnreirere onrrra under tee 1115

Ire tnt nre rnarmrm irserrnrneni trio

ncr reinnrnsneet element

the tilt
ct-oars

shore pore gruwtt.r

care rLyaoaoatm0soeok



4.ti el boos

For the CEO the maximum bonus that may he

awarded is 200% of salary while for the CEO

the maxunum honus that may he awarded is

125% of salary and for oniarget performance

he would receive 100% ci salary

Performance during the year ended 3D June 2009

was very strong across the board and exceeded

sash of the targets for operating proftt free cash

flow and 0TH customer growth

The CEO and CEO were awarded the following

bonus payments

Bares arre.rer Ac

181 %et salary

Jcressy Darrecir 1.135.0CC 180%

Aeew Cnthth scg5rO 113%

For the year ending 30 June 2010 the operational

measures that will govern bonus payouts will

again be opurating profit free cash flow and

0TH customer growth

The Committee retains the discretion to adjust

payouts fup and dosvrr aeon exception if they

feel that en important aspect of performance

has not been reflected

h1

fhe Company operates an fTIP for Executive

Directors and Senior tsecutrees Awards are

subject to stretching performance and

TSR moasurue

rrrode en any employee or lulltime Executive

Director of the Group at tire diecrction of

the Committee

normally mode as nil priced optron

not transferable or pensionable

made over number of shares in the

Conrfrany determined by the Committee and

are usually satisfied using shares purchased

by the Company in the market

The Committee believes that conditional

performance share awards continue to be the

best long-term incentive vehicle for Executive

Directors and Senior Executives The Comnrittes

approved the facility to award matching shares

through the fTlP Co-Investment accords during

the year The Committee believes that the

introduction of the Co Investment facility will

further align execusives with shareholders by

promoting the ownership of shares within the

executive population Awards will first be

granted following the payment of the 2008/09

annual bonus and ills intended to be operated

annually thereafter

ru

LTIP award

Grants are made every year but vesting occurs

biennially to the first year an executive may be

granted an aecard of shares that vests at the end

of the three-year performance cycle subject

to perforrrrarrce conditions In the secorrd year

further discretionary award of up to normally

no more than 100% of the year one award can

he made This asvard vests at the ssrrre time re

the first award The grant is made in terms of

number of shares as opposed to monetary

value and therefore valrres in relation to salary

may vary with shace price movaments

ii Co-Investment ITIP award

Executives who
participate

in the plan will be

granted conditiertal award of BSkyD shares based

on the amount they have nsested in the Group

These matching shares will vest three years later

only if three-year EPS targets are met up to

maximum of shares for every share mnvested

The investment eligible
for matching awards will

be linrited to an amount equivalent to 50% of the

individuals annual bonus

th.o

Performance conditions for ITIP

The Committee reviews the performance

conditions for the tilE from time to time to

ensure shat they remain appropriate It is

currently expected that these will be sinrilar

to those
currerrtly

used

Vesting of ITIP awards

The owards vest in full or in pert dependent on

points gained for satisfying performance targets

rrreasured over three years Performance targets

are calibrated to ensure the achievement of Skys

stretching long-term goals and the cumulatice

total points achieved governs vesting

Vesting of 70% of the award is deperrdentocr

operational measures while 30% is governed

by TSR perforraance The
specifics

of the

measures arrd targets are as follows

711% hosed en opecofioooi fecqets

The Committee reviewed the performance

conditions prier to making awards in July 2008

and concluded that the operational perfornrance

conditions should be amended Previously awards

were subject to EPS free cash flow per share

ECE and DfH customer growth For awards made

mm
late 2018 and fcrr awards to he nrade in 2009

i.e asvards which will vest in 2011 it was decided

that the operational performance conditions

should be subject to EPS operating cash Obey

and revenue growth It was decided to replace

ICE svith operating cash flow as it encourages

the ccrnversiorr ol profit irte cash flow arrd gives

better indication ettiw underlying health of the

business than ECE Reverrue greseth has replaced

0TH gr owth to recognise the growth opportunity

or the contribution existing customers nrske to

the finarrcisrl performance through the nrmnrher

of different products now offered by the Company

mccc sty essccrs5 sore oro Os

s. moo sue



Summary report on Directors remuneration

Points are awarded for performance on three operational measures as follows

tAS growth Let Dlii costumer
growth

Actual pwets awarded Actual points awarried Actual points awarded

414 10 00 9.39

The number of points awarded exceeded 21 therefore 100% of the operational portion of the fliP

vested in accordance with the table below

The total number of points awarded governs the extent of vesting of the operational portion according

to straightline vesting schedule

Total oeietv achieved ot eaervll operaticaai praprirtiae Iu ot cresrali award

Less than 0% 0%

tPS grewth FOE 0TH castomer grewth

Perter macice Perter mans

Pertarreaene Paieta achieeed ttE et achieved i% of

achieeed awarded targett Poita awarded
targett tenets awwdee

RN 8% pa 10 105% ar nr ore 10 105% yr wee 10

RN 7% pa 100% 100%

RN cgas pa 9554 95%

RPt 5% pa 90% 90%

RRl4%pa 85% 85%

RPI 3% pa 75% l%/a

Less than RPI 3% pa Lass than 75% Less than 75% Lt

EN grewth Oparetiap rash few Revenue growth

Per0nrcsne cc Pertscaae cc

Partaceaece Panels achieved i% rt achieved i% at

vchisvsd awarded
sargeti Paietv awardad targetl Pcir teawarOed

RPI 3% pa 10 105% yr rr are 10 105% ac caere tO

RN 7%
pa 11 100% 100%

RN 0% pa iS% 95%

RN 3% py 29% 20%

RNA%pa 85% 85%

RN 3%
pa

75% 75%

Less than RN 3% pa Lava than 75% Less than 75%

10% 7%

121 tocty 100% as straight line hesrs 7% 70% err stcaightliea hasis

21 sc eroce 100% 70%

as crnicscietrms.n acr.w 5nv.p



notation sthe po0cyothe Coup to he Non Executive Directors

tr DL mvitaton to employ Cs to
parttetpate tn the Tftre hs bet i% ttrerse in the tees

The Company SR performance is measured scheme tlowtne the artnoun tnent of the payable to the Non Exe ttve Jtrectors nd the

relatiee to the constituens of the FTSE 100 If he
year end results Jeremy Darroch and Andrew Ch irman set by the Bou uOhe tots fec the

Company SR perfet mt below median Griffith each have opttons granted under the fit anciat year endtng 90 no 20 basc Les

th TSR element of the award lapses wcth no Sharesave Scheme are r52 500 2009 E5OGO0 Fut thrmore the

veshog For median pertormance one thtru of the Nontxeretme Directors wilt he pad addtttonal

TSR trtton the award vests For perLrmance Veer 10000 2000 10000 per annum each

in the upper qurtPe the whole TSR
pot

two ot the The Company is debt tirg fit Otn Anntvercary for memhe htp ot the Audtt ummtttee the

awatd ye ta For perforntanee tweet median to 2009 and to Februaty marked the occa on wtth
Remuner tion ommittee the Corpot ate

and upeet nuat ttle vescng on tcatght-line
cond iunal awat do 100 shafts to eeL of thc

Goset nance and htominattons Contmitte and

basis as shown in tbc chr below 15000 pertnanont emptoyrs heso share will
Tie Etgr irtute Ccmttttttee The halt ntan

be deuce ed in th cc years ttme to recogntse the
and the Chairrnc.n of the Audit cmmcttee

TOP vet heo tIc
loyalty of those still employed Th ate not subtert the Ramut eraton Committee the oonrate
to any ut ther per ot mance condttion other than

Goc rnance attd Nomtttationa Cotnnittae and

_____ ontmued employment As permanent employees inc Bigper Picture Commtttee arh teceives an

and Executive Dirt ttors otthe Company Jeremy addcttonal 000 pet annum 2009 25 0001

Oar ot and Attdrew hrifttth were cmi awarded
Finally the eniot ndependent OireJet will

an optton oer 100 shares .tnder the Plan
recetve an addttiuna tee ut e20ltOO per nnnutn

_____ 2009 615000 ch Non Executcae Otre tor

.tcon .ctcemes

engaged by the Comp ny fot an trtrtl tet of

_____
three years R_appotnttnent tot further tet

The Dompany has tn place Aporoeed at

MitIjM ts not auto stattc hut may mutuacly agreed
tlnapproved xecuttse Shete uptoe Sd mes

und Her Mao tys Revenue Custoto IHstpCt
TSR celcttlattnn conducted ndnpendontly by Share mterests

gutdel.nes Executtve Otroctors and Sento
tN9S employtn methodology whtch averages The tterestn tite Otreslors to the nrdt tory Lara

Fxecustees wlte partctpate ttt
ttte IT1P do tto

share
prtce

over three months
prtot

to grants and
captcal of he Company ou-ne he ar wer

pnrttctpnta tn the cxc ctttee name Andt eva
the htee months

prtor
to .he end of the three year

tfltth was eranted awat under the Lcecuttve
to cc ane ccoerformanca pertod

Schcm prtur hts appo ntrtt nt as an oxecuttee
reo saa cases

Dtrecter No opuens hose en ptattted since 09Q4
Dot ms cue

Awards are subto tto EPS gtosvtt get EPS

grevatl of RPI 3%
p.a required for ye

tcng
ct

taclcelas Fat asee cc Yt can

tardet lx match svith grosvth ot RPI s%for At acne rc

maxintum cL mitch stratght Itoc vestinsc will

epply br achtaeamant levels betw en 3% nod 6%

Service agreements

The Committees slatad
policy

is that Cxecuthe

Directors service agreements wtll contain

maxincom notice period of one year TIte

Contmittee will also tonsidar where appropriate

to do so reducing remuneration to departing

Director however the Comnnittee will consider

such issues on case by-case basis and will

consider the ternts of employment of departing

Oirector large proportion of each Executive

Directors total direct remuneration is Iittked to

pnrfortttartce and tharetore will not be payable

to the extent that the relevant targets are not met

Other share plans

font- noentica Pt

The Corrtparty also opemtes Management LTIP

which has replaced options granted under

the Ecocotive Shate Optiott Scheme Selected

employees will participate in the Management LTIP

but this will not include any Executive Directors

or Senior Executives who participate in the t.TIR

Awards under this scheme are made at the

discretion of the CEO To date the Management

TIP has norrorad the TIP for Senior Executives

and Exacuttsta Directors with the same

perforcscance conditions

haresave

The Sharesave Scheme is open to all UK and Irish

employees Options are normally exercisable after

either three or live years from the date of grant

The price at which options are offered is not less

than 90% of the middle-market price on the

dealing day imntediateiy preceding the date of

adr0a tliyeOoc 024s 21CC

cerd Wclsen of tlcata OaF 485

talc a.diced

itt
tIde the taco et saaa ADso aec ADS ceetselert

to ccc eteiaary shares

Except as disclosed in this
sttsnrnary report

no other Director held any interest in the share

capital including options of the Company or of

any subsidiaty ot the Company daring the yeat

All interests at the date shown arc bettefcial and

there have been no changes betvaeen July 2009

and 29 Jttly 20tt9

During the year ended 30 Juna 2009 the share

price
traded within the range of 339.0 poncc to

502.5 pence per share The middle market closing

price on 26 June 2009 the eat trading day of the

financial year was 449.5 pettca

The Contpany recognises executive directors may

he invited to become non-executive directors

of other companies and that their appointments

can broaden their knowledge and experience to

the benefits of the Compatty The individual

Directo retains the fee

Jeremy Darroch is NonExecutea Director of

Marks Spencer Group plc
and retained fees for

this appointment of 73000 tor the year ended

30 June 2009

ccss ss toco GcO5 stt5
Cc -wssc



Summary report on Directors remuneration

Performance graph

The graph opposite shows the Companys

performance measured by TSR in the live yeats

to 30 June 2009 This graph shows the growth in

the value of hypothetical 6100 holding in the

Companys ordinary shares over Ova years relative

to three indices which are considered to be the

most relevant broad equity market indices for

this purpose The graph is included to meet

legislative requirement and is not directly

relevant to the performance criteria approved

by shareholders for the Companys long-term

incentive plans

sak otteider rotors rn Joli .i 1.1 111

160

160 ENE100 .ine 0rrctoo
80

so

40

20

10 Directors remuneration

Jan-05 Jan-36

Soarre Ttornserr tJeaectat 135531

The emoluments of the Directors for the year are shown below

Salary and

tees Benefits nnsnlnn 2019 0ensonn

Tatat emoluments 2j37307 2033500 22293 4193180 26312

755 3.54 anatsna

Plates

arsmy Parrarh appairtad 060 on Oaoaastr 2007 rsetsad notary nt 6025000 hear Jaty 2000 6150000 tatamtng tip appointment as oto

lit Andrew Orttttth appatatad JO on April 2000 racatsad natora at 475000 Oars saty 2000 0450000 atosning hi appaintrnaar an Cr0 Oe tracing an ntartrn snann tOn arrnaat at Sin

artsmaars she pranaas Itos ealary and bataw marOat hearrinrar psattisa stirs won rrrraaead In 600000 tram tanaary 3555

iii tomes Mardars rarsinadasataro at 1045000 par ennaw op toO Oaramtnr 2007 wM5 was rndorart Is 675rtptt per anaarn na7 Onrnnrhnr lrtt tattawtng Sin anpotarnrnnt an Caairnraa

tiol
Ian Msakridge was appwntad cc oan.tar o5 Its Carrrpsnpon 10 Fatoroary 2000

O.rnnt ttt.nnr wan oppatntnd as Oirartar nO tta Company on Aprd 21St

nt Cbonc Corny rnnitnsd nsa Oirnrtor ntsr
cnrnpanyan 40 0rtraorv 2005

nC ttaanrt Pardons resigned as -a Oaecrtnr ofhn Company an Oaaannhar 2nD

taCt inro Pasbsctntd
rasngsad as OtrasCor at the Campast on 20 Sapswtar 2001

tamrOln Jan-07 Jaa-O8 Jan-09

Baaaa

artoawa

nw atamnsstn

cators

JaraamyOarrachm 825.000 1.485000 10164 2520.164

Andrew Ortftthe 407500 548500 12129 1048120

cross Mmnrdnrh 75000 75.000

Oa$d Ii Onyac 50000 50.000

Oantsi Seams 00.000 60000

Ndnrelas Fargusarm 10000 1. 000.0

Andrew Itigginsan 60000 50.000

Allan Cntgtrtna 65030 05000

Tnsnr Mockrtdg 21810 21 .875

Jacqusa Nasser 60000 60000

Darns 0a7 Rshoct 60000 50000

Oantat Ptrsnrmn 50000 50000

Arthur Srat0msf 60000 60.000

tard t9tsan of Omntan 85000 65.000

Chaos Car ay 30512 30512

Ropart Mardach

tord Rottrcctatd 17500 17.500

rrtat irrtat

rnotm nrnnls nraalrrwenta

mnctsrltng tartading

psn4an 200-7 pension 2003

16406 7336510 1962050

9906 1.050035 567504

75100 1357475

50000 50000

60000 50000

110000 104.603

60000 60000

85000 85000

21015

60000 60.000

60.000 60000

50000 11795

60000 60000

85000 85000

30512 50000

32404

17500 68629

4219492 4674460

re



11 ITIP

Details of all oulstanding awards held under the LTIP are shown below

Jan/es Mcrdoch 550000

55000

290000

290008

295800

Andrew Griffith 100000

50100

125000

125000

290.000

298000

295000

608000

100.000 fl/n

no.008 n/a

125.000 n/a

125000 nIe

370000

n/a fi/a 0388.06 8308.09 03.68.10

n/a fl/a 30 07.07 83.08.09 03.68.10

na fl/a 06.02.08 03.08.09 03.08.10

n/a fl/a 31.07.06 31.07.113107.12

n/a 03.06.06 03.03.09 83.08.10

n/u 30.05.07 03.08.09 83.08.10

fl/a 3007.07 03.08.09 03.08.30

nra 30.04.06 03.08.09 03.88.16

na 31.07.88 31.07.11 31.07.12

Signed en behalf of the Board

00 ./0/
Remuneration Committee Chairmon

29 .1019 2009

n/n .. awn

Granted Exercised apssd At Market pr/re
Date trrnrn

3021/ne Our/fig during during 30/uris Even doe at date Date of which

2088 she year
the

year
the year

2089 yrce ii exs.rrwa awasa ecerriaable Expiry date

550.100 n/a fl/a 03.06.06 03.68.09 03.66.10

550.000 n/a fl/a 300707 03.0809 03.08.10

600000

320000

rh/a /ahieo audited

Nues br aggregate are//set rereieaa by/tx
Direct//rn annsrthe ITP wan n/ /21Ob 63636 562/

Tbesn urtons rn/s/al C5/ sube /5/ tie tallest er/set noblest in the aruene//ws/ thu per/arm//err conditions the a//sr pnv n/ny n/er/to pvi/ cash

ill Ftese awarda wese asade aederthe Cony//epa Mafiagameet
1/I alas pror Sc Andrew Griffltha api/fl/n/n/es/ass 0/censor of the 1n/npan/ on 7Apr11 2308



Summary financial statement

Summary onsoUdated Income Statement

2009 008

Em Em

Operatmg esponse 9546 742281

Share of results of o70t sPritorsis ard assocrutes 19 15

lroestmerrt come 35 47

F6rance costs 220 177

Profit on disposal ri viol venture 67

trnpmrmcnt ass ohs fo son re me 61

Taxatwn 197 1871

Basic 4Op lIp1

06 fed 14.Op 73p

Basic 75 Op 25.lt

Ofluted 2701o

final paid in rPpec of prior year
982.5 74900o

Inierim paid 7500o 71294

FOal prooseJ for approval of the 2009 8GM IGlOOs

Summary ConsoUdated Statement of Recognised Income and Expense

2370 2008

6-rn Em

Gain 155 on aeaiable-forsale investments 96

Cviii on wsh flow tract es 377

las on cash flow hnde

Eocharrge differences 01 traosratrorr si Foreign operations 79

0111

Cash flow hedges 350

Tao on cash floss hedges 91

lrarrsfer to profit loss on irrpairnrent of ooarlahle-rcrsale nvestment 343

263 335



Summary ConsoUdated Balance Sheet

.1cc

2009 2008

Om

Gojdw

Intangible assets

Property Pnt and equipment

Investments sr loinS ventures and associates

Ave ahle--tnrsale investments

Deferred tax assets

Trade and other receivables

Derivative trrancial assets

852 852

345 303

799 722

235 114

261 338

17 23

21 19

70 13

2632 2334

lnventoriev

Trade ansi other receivables

Shsrl-term deposits

Casts and sssh equivalents

Derivative finn rrcial assets

Bcrrowisrgs

Trade and other
payablns

Current tax hatsilitses

Prnvisi rev

Derivasive firsancmal linhiCtiec

Bsrroxvrsgs

TraIn arrrt other pnyahiev

Prnmsicvs

DerivaSce financial linhivtmn

Share capital

Share prernism

Reserves

4135 338

1.492 1294

173 151

itt 2/

46 83

F4 11193

2.219 2108

66 67

22

132 160

2419 2357

874 8/%

1437 1437

2.sT71 124831

This summary financial statement has been approved bythe Board olDirectors on 29 July 2009 and was

signed on its behalf by

Chief Esecutive Officer Chief Financial Officer

380

till

90

813

1937

310

56%

185

632

1698

cs 5v esr ft 59



Summary financial statement

Summary Consolidated Cash Flow Statement

2039 2008

bra Ln

yh
900 erte0 fr rn ape nfl 79 97

barest ccvc 41 43

Losirna paid 164

11 ad ad receva born ont vantaras nd acctatec 20

Ns fudv tOot turns arid 3st ate 161

Pir have .7 property plot ond eqilpvc 2y1 51

Pur hose of iota sets .7 41

Purhao .7 hbe lot see rvnstrneats 161

Put have of nUb dtttes loot of cash coo cash equivaleots purchased 72I

Pat eto hit the abe it6 sub diaries

ocos on dtsgoxl nf piapor plant nod equipment

Dcii no site ci stior tel rn depa.7ts 11 17111

Poeorv fr5m hcarowrngs v$ 08

Petavrni at of hanswtritv 61

Papxyrnen at oh1tgnttoa under canto lascs 11

Pt vi ccs ft cia dtspcul of shot Empl vjeo share on or hip P1 660111

Port lava own sb ru Dr 8500

lavetest wt
11 videtit ii artl totv 29 831

611 at utit0fl nvtoage veauri1s

isbioai sbeqiiti la sattbipbtaitfthatjer /5

Note Recontiliation from profit loss for the year to adjusted profit for the ycat

2409 200n

fit us lot bf /i 20

Renw cut eateat of do votive cite ab butt umeats

ct qiahviri tot hoOt
stiattng

Rcuga1 so of dof r.d minutia

totted tax vole vi lIvw
19 chonq it bogi Iota

us rbttiog
era atomic xrr

Lea cesS ow to bairn aeaast EO6

ifit in OlspCtal of otat Vtritsira

Impairmiab avsbobbe for ale tnvn tmotI 19 615

Tax elicit at 01000 10111 181



suet ..atemen

The summary financial statement summary

Directors report and sumnsary report on Directors

remuneration contained within this document are

only summery of the information provided in the

consolidated financial statements and Dhectors

report contained within the Annual Report

The auditors report on the Companys annual

accounts was unqualified The information has

been prepared in accordanro with the accounting

policies as set out in the Annual Report These

summaries do not contain sufficient information to

allow as full an understanding of the results and

state of affairs of the Group as would he alloveed

by the Annual Report which contains more detail

copy of the Annual Report can he obtained tree

of charge by writing to the Company Secretary at

Grant Way lslevaorth Middlesex 1W7 5QD or it can

be downloaded from the Companys website at

wtewsky.cornecorporate To elect to receive the

Annual Report for future years write fo Equiniti

Limited Aspect House Spencer Road fencing

West Sussex BN99 6DA

The summaty financial statement has been

prepared in accordance with international

Financial Reporting Standards IIFRS as adopted

for use in the European Union the Conspanies Act

bOG and Article of the AS Regulations

ored\.ufstemc
This Annual Review contains rertain forward-

looking statements within the meaning of the

United States Private Securitres Litigation Reform

Act of 199% with respect to uur financial condition

results of operations end business and our

strategy plans and objectives These statements

include without limitation those that express

forecasts expectations and projections such as

forecasts expectations and projections with

respect to the potential for growth of free-to-air

and pay television fixed line telephony broadband

and bandwidth requirements advertising groevth

0TH customer growth Multiroom Sky
SkyHD and other services penetrabon churn

0TH and other revenue profitability and margin

growth cash flow generation programming costs

subscriber management and supply chain costs

administration costs end other costs marketing

expenditure capital expenditure programmes and

proposals for returning capital to shareholders

These statements and all other fortvard-looking

statements contained in this Annual Reviewf are

not guarantees of future performance and are

subject to risks uncertainties and other factors

some of which crc beyond our control are difficult

to predict and could cause actual results to differ

materially from those expressed or implied or

forecast in the forsvard-locking stetensents These

factors include but are not limited to the fact that

we operate in highly conspetitive environment

thu effects of laws end government regulation

upon our activities our reliance on technology

which is subject to risk change and development

failure of key suppliers our ability to continue to

obtain exclusive rights to movies sports events

and other programming content risks inherent

in the implementation of large-scale capital

expenditure projects our ability to continue to

communicate and market our services
effectively

end the risks associated with our operation of

digital
television transmission in the United

tfingeom Uhf and Republic of Ireland jtreland

Information on the significant risks and

uncertainties associated with our business is

described in the Directors report review of

the business Risk Factors section of our Annual

Report for the year ended 30 tune 2009 Alt

forward-looking statements in this document

are based on information known to us on tire date

hereof Except as required by law eve undertake

no obligation publicly to update or revise any

forward-looking statements whether as result

of new infornsstion future events or otlrertvfse

-srs me cnor f-PS

This Annual Review contorns certain information

sn tfre Groups finenciel positi on operating

results and cash flows that have heen derived

from measures cstculated in accordance with IFRS

This inforrnati err sfrcruld not be reed in isolation

of tire ret ated IERS measure

rent

Caress rttrys yet t1ait

tuned oeesasa yafit

earu

EsrruA

istke tax nra

Fe-n task 1kw

tie sarria

titans et
MS debt

Festival

Oesrntrriks

tastd ertt tiatdei by tSr we55cd as.ta5 saeshet at sdtraea sears daaa rhersar

Sxxratsg prsfs baSte rake servant sr extey5ael dews

Aserace Caea Pet 5cm the cranes scent ky he 5nae readettiri satsrihers is tea qamer ridded the aerase ass mr nec 5mar55 taker-bees

tsr sasrt5r 5aas set

The aawhet .1 0tH cataaes aver 5aws yadad that tertiesae Arte sabtatptsa 5s reSets set vi tarwa rntaaera sets Sneered lees aasriyks hat

yesad tahere sent raastatewest is watts tweaa waath weiss at the terwast ansi their iiiant isbsriytteet earrassed star ssaaatisrd parrescs5a St triO

asarra sai.sttkars tar tia aeried

sabsribar 0TH sareira

Ojevo-ta-hasre tha trarsa..saa et areitite centers w.k reseptis shraaah sitar-dish Tseu sac sits stk asia 5chr.tauea t55isd eaaka at ssc

sit lan airs it kiSs Sets
ri

Ols bet

tar-usgs karate tnderart tarrettaa derrestartes sad cartttsaltea is ra satated
ayaratiat rrttt stisra detttatiaaas and aar.tntirattar ar wear-said at gasdea

aet tetasaittia eerie

ha tatat isa rtrays eerrxteaea at prshr estate exceatasat 5-a

the .aaaar at rash yernratra by sky attar ala rae .bteaaatr tar eterau sad Ia sad aft alt
rarta eases at ard art ns5 itaas etata ta sat ti aaatsras

aad arsaraas

ti_sense tess aeanaraataa aayaases rats aar.ytaa ci reaaese

tistettea tess araoaasratr eettaasr

csrrsti rtasleets tserterr dassits ant atbawsttas atS .crrauiat tsrsd anttittais

Aaqtanare hasea bbaskarattswsr.Thesaarrxda OtttSka5katahtet 0Cy5ao.sbye-.auru-t end SkaTts

nai tea tries addutwa cay yradsu

fassa te Csi.ststt5 stsap art
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Independent auditors statement to the members

of British Sky Broadcasting Group plc

We have examined the summary financial

statement for the year ended 30 June 2009 which

comprises the Summary Consolidated income

Statement Summery Consolidated Statement

of Recognised income and Expense Summary

Consolidated Balance Sheet the Sommary

Consotidated Cash Flosv Statement Note

Summary Directors Report and Summery

Directors Remttneration Report

This report is made solely to the Companys

members as body in accordance with section

428 of the Companies Act 2006 Our work has

been undertaken so that we might state to the

Companys members those matters we are

required to state to them in an auditors report

and for no other purpose To the fullest extent

permitted by law we do not accept or assume

responsibility to anyone other than the Company

and the Companys members as body tor our

audit work tor this report for our audit report

or for the opinions we have formed

Respective asty ctor

and audito

The directors are responsible for preparing

the Annual Review in accordance with applicable

United lingdom law

Our responsibility is to report to you our opinion

on the consistency of the summary financial

statement within the Annual Review with the

full annual financial statements the Directors

Report and the Directors Remunerafion Report

and its compliance with the relevant requirements

of section 438 ot the Companies Act 3006 and the

regulations made thereunder

We also read the other information contained in

the Annual Review as described in the contents

section and consider the implications for our

report if we become aware of any apparent

misstatements or material inconsistencies with

the summary financial statement

We conducted our work in accordance with

bulletin 200813 issued by the Auditing Practices

Board Our report on the Companys lull annual

financial statements describes the basis of our

audit opinions on those financial statements

the Directors Report and the Dractors

Remuneration Report

In our opinion the summary financial statement

is consistent with the full annual financial

statements the Directors Report and the

Report on Directors Remuneration of British

Sky Broadcasting Group plc for the year ended

30 June 2009 and complies with the applicable

requirements of section 428 of the Companies

Act 2006 and the regulations made thereunder

Chartered Accountants and Statutory Auditors

London United Kingdons

29 July 2009



Shareholder information

The Company provides range of shareholser

information online at www.sky.com/corporate

5Lrebolors in rr ess ..nd hr

shsreholthngrlrpjste ft Ic
____________

Lqnmtrhmkd

Lancng

West Sussex BN99 604

Telephone 0871 384 2091
The 2009 BSkyB Annual Review

Overseas 44 121 419 7967 and Annual Report are available

$iectronirchecoinjJrJer cmnrnuniriaijon to view or download online at

in accordance with the provisions of the y\55r CCIflJICL1ofOTe
Companies Act 2006 and the Companys Articles

of Association the Conrpanv is permitted to use

its corporate wehsite as the main cvay to

communicate with shareholders sending out

Annual Reports only to those who have opted to

receive paper copy This reduces our impact on

tire envrronrnent minirnises cvastc and reduces

costs it also enahies stakeholders to keep

updated with developments at Sky as they

happen by accessing our wehsite

Shareholders cvho have opted to receive

shareholder communications in paper lorm are
If you would like advice regardtng

encouraged to receive these
electronically in

accessibility of this document
future hy registerine at svww.shareviewro.uk

Shareholders can also chance their instructions please contact 08442 410333

at any time by contacting Equiniti fimited textphone 08442 410535

Corn pany Ce crrrteru

Dave Gorrnley

Results for the hnancial year endi.ng $0 June 2010

will he published

QI October 2009

02 lanuary 2010

0$ April 2010

04 July 2010

Cr rens cv ctisteroo iCc
Grant Way

lsleworth

Middlasea TW7 SOD

Telephone 0870 240 $000

Overseas 44 20 7709 $000 g11
SuStainability IndexesIP NOEX 2008
Moobo 2003/09

.00 ccciii iv.tion nurcoor
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